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Appendix  I  -  Marketing  the  Australian  wool  clip 
Appendix  II  -  Wool  auctions  in  the  United  States 


The  Farmer  Cooperative  Service  conducts  research  studies  and  service 
activities  of  assistance  to  farmers  in  connection  with  cooperatives 
engaged  in  marketing  farm  products,  purchasing  farm  supplies,  and 
supplying  business  services.    The  work  of  the  Service  relates  to  prob- 
lems of  management,  organization,  policies,  financing,  merchandising, 
quality,  costs,  efficiency,  and  membership. 

The  Service  publishes  the  results  of  the  studies;  confers  and  advises 
with  officials  of  farmers'  cooperatives;  and  works  with  educational 
agencies,  cooperatives,  and  others  in  the  dissemination  of  information 
relating  to  cooperative  principles  and  practices. 


FOREWORD 


Members  und  employees  of  wool  marketing;  cooperatives  .iavj 
uxprwssed  interest  in  the  possibilities  Tor  increasing  the 
effectiveness  of  their  marketing  operations  by  developing 
better  selling  procedures. 

Private  negotiation  between  buyer  and  seller  is  the 
dominant  wool  selling  method  used  in  the  United  States.  Only 
small  quantities  of  domestic  wools  have  been  sold  at  auctions 
and  sealed  bid  sales z     In  contrast 5  most  Australian,  New 
Zealand  and  South  African  wools  are  sold  at  public  auction. 

This  report  briefly  presents  some  of  the  problems  and 
considerations  that  should  be  taken  into  account  by  wool 
cooperatives  in  planning  and  carrying  out  programs  for  improv- 
ing selling  methods.     It  is  hoped  that  this  material  will  be 
helpful  to  wool  growers,  their  cooperatives  and  others  in 
deciding  how  to  attempt  further  developments  in  selling  by 
private  negotiation,  at  auction  and  by  sealed  bids. 

Personnel  of  the  western  State  Agricultural  Experiment 
Stations  have  been  carrying  out  a  cooperative  regional  research 
project  designed  to  help  improve  the  marketing  of  wool.  The 
Farmer  Cooperative  Service  was  requested  to  work  with  the 
western  State  Experiment  Stations  on  the  auction  and  sealed 
bid  phases  of  their  regional  project,     This  report  was  prepared 
largely  as  an  outgrowth  of  that  request. 


SALES  i-ETHOD  PROBLEMS  OF  WOOL  COOPERATIVES 


both  individual  growers  and  marketing  agencies  sell  most  United  States 
wool  at  private  negotiation. 

Host  Australian  wool  is  sold  at  scheduled  auction  sales,    ^hen  buyer 
competition  results  in  satisfactory  prices,  the  wools  sell  readily.  However, 
if  the  buyer  competition  is  weak  or  if  prices  are  low,  tiie  wool  may  be  with- 
drawn from  the  auction  sale  to  await  a  better  market.    Some  growers  have  ad- 
vocated the  adoption  of  an  Australian- type  auction  system  for  selling  domestic 
wool  in  the  United  States. 

Cotton  is  sold  by  private  negotiation,  but  there  are  some  important  dif- 
ferences in  selling  methods  used  for  marketing  wool  and  cotton.    Study  of  the 
extent  to  which  these  methods  may  be  applicable  to  wool  might  be  helpful  in 
bringing  about  improvements  in  wool  selling  methods.    Some  of  the  cotton  sell- 
ing: procedures,  however,  might  be  employed  with  modifications  for  marketing 
wool.    Futures  markets  and  selling,  on  description  are  important  in  cotton  • 
marketing,  but  so  far  are  relatively  unimportant  in  wool  marketing. 

Improvements  in  domestic  wool  selling  methods  will  go  hand  in  hand  with 
developments  in;     (1)  Obtaining  more  effective  competition  between  buyersj 
(2)  developing  methods  for  lessening  the  price  risks  of  owning  wool;  (3) 
appraising  for  quality  and  yield;  (U)  preparing  wool  for  sale  to  manufactur- 
ers; (5>)  disseminating  information  on  prices,  supply,  and  demand.  . 

Programs  to  improve  selling  methods  might  include  study  and  experimen- 
tation in  such  fields  as:     (1)  Developing  procedures  for  sale  on  the  basisof 
descriptions  and  small  samples;  (2)  developing  procedures  for  selling  and 
buying  "on  call";  and  (3)  developing  auction  and  sealed-bid  selling  methods. 

Domestic  Wool  Selling  Methods 

The  owner  of  wool,  whether  groxrer,  marketer  or  manufacturer,  can  choose 
any  of  several  methods  for  marketing  this  wool.    He  may  sell  at  private  treaty, 
by  sealed  bid  or  at  auction.    He  may- do  his  own  selling  or  have  an  agent  sell 
for  him.    A  variety  of  pricing  techniques  can  be  used  for  any  given  selling 
method. 

The  U.  S.  Government  played  an  important  part  in  the  marketing  of  domes- 
tic wool,  especially  during  both  World  'ware  and  since  World  uar  II,  and  con- 
tinues to  do  so . 

Private  negotiation  selling,  -  Growers  sell  most  of  the  domestic  wool 
clip  to  middlemen,  except  when  prices  have  been  below  Government  loan  or 
purchase  support  levels.    The  sales  are  usually  made  at  private  negotiation. 
Small  growers  usually  sell  their  wool  shortly  after  shearing.    Large  growers 
sell  much  of  their  wool  on  tie  sheep's  back  during  seasons  when  there  is 
active  buyer  demand  and  prices  are  at  satisfactory  levels. 
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Growers  sell  to  any  of  a  variety  of  middlemen  such  as  local  dealers, 
regional  dealers,  central  market  merchants  or  cooperatives.    Buyers  may  be 
purchasing  in  any  of  the  following  oapacities  for  all  or  part  of  the  wool: 
(l)  Order  buying;  (2)  brokerage  or  commission  buying;   (3)  hedge  buying;  or 
(4)  speculative  buying.     The  middleman  makes  order  purchases  to  fill  specific 
forward  sales  with  no  definite  margin  agreed  upon  with  the  forward  buyer. 
Commission  or  brokerage  buyers  purchase  wool  with  a  specified  margin  agreed 
upon  with  the  principal*    Hedge  purchasers  offset  their  time-price  risks  by 
trading  in  the  futures  market.    With  speculative  purchases,  the  buyer  assumes 
the  time~price  risks  inherent  in  the  ownership  of  wool.    Practically  all  of 
the  wool  purchased  directly  from  growers  is  resold  by  the  middlemen  to  mar- 
keters or  manufacturers  in  private  transactions. 

Consignment  marketing.-    Consigning  wool  for  sale  by  a  commission  marketer 
is  quite  popular,  especially  in  those  areas  where  cooperatives  or  wool  ware- 
housemen have  become  well  established.    However,  central  market  merchants  have 
handled  by  consignment  significant  quantities  of  wool,  especially  when  demand 
and  prices  have  been  low.    Consignees  render  such  marketing  services  as  storing, 
handling,  grading,  financing,  showing  and  selling  for  the  account  of  the  con- 
signors.   Growers  were  required  to  consign  their  wool  to  approved  handlers  to 
obtain  non-recourse  support  loans  under  the  Commodity  Credit  Corporation  program 
in  effect  during  1952-53. 

Selling  through  looal  wool  pools.-    Local  wool  pools  have  become  quite 
important  especially  in  farm-flock  areas.     Pooled  wools  may  be  sold  before  or 
after  shearing,  or  may  be  consigned  to  a  large-scale  cooperative,  warehouseman, 
or  merchant. 

Sealed  bid  selling.-    Sealed  bid  sales  have  been  held  primarily  by  western 
wool  warehousemen,  local  pools,  and  large  growers.     The  seller  advertises  the 
sale,  shows  the  wool  to  prospective  buyers  when  feasible,  and  receives  bids  in 
sealed  envelopes  or  sometimes  by  telegram. 

Auction  selling  by  consignment  handlers.-  Auotion  sales  by  consignment 
handlers  have  played  a  minor  role  in  marketing  domestic  wools.  Coon  and 
Randell  2/  described  and  analyzed  domestic  wool  auctions  for  the  period  from 
the  first  auction  of  record,  held  in  1918,  up  to  1941.  There  have  been  no 
significant  developments  in  auctioning  of  domestic  wool  since  1941.  Western 
handlers  made  several  attempts  to  auotion  wool  during  1949-52  but  only  minor 
quantities  were  sold. 

The  National  Wool  Marketing  Corporation,  as  agent  for  the  Defense  Supplies 
Corporation,  sold  over  300  million  pounds  of  foreign  wools  at  auction  during 
1944-47.     These  sales  held  in  Boston  had  over  300  buyers  attending  some  of  the 
auctions.     There  was  a  heavy  demand  for  wool  all  during  this  period  and  the 
sales  results  were  highly  satisfactory  to  the  sellers.    Manufacturers  and  top 
makers  bought  most  of  the  wool,  but  substantial  quantities  were  sold  to  brokers 

acting  for  unknown  principals.  

y    Coon,  James  M. ,  and  Randell,  C.  G.  tfool  Auctions  in  the  United  State s? 

Farm  Credit  Admin.  Spec.  Rept.  No.  86,  37  pp.,  May  1941.    This  report  is  re- 
produced in  Appendix  II. 
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Selling  Government-owned  wool.  -  The  Government  accumulated  a  stockpile 
of  wool  during  a  World  War  I  program.    It  sold  these  stockpiled  wools  at  a 
series  of  auctions  running  from  December  18,  1918  to  March  2,  1922. 

The  Government  purchased  wools  in  its  price  stabilization  programs  dur- 
ing 19U3-U9.    The  Government's  stocks  were  accumulated  by  buying  from  wool 
handlers  acting  as  the  consignment  selling  agents  of  growers  producing  over 
3j000  greasy  pounds.    Approved  handlers  could  buy  lots  of  less  than  35000 
pounds  from  growers  and  sell  them  to  the  Government.    Approved  handlers  act- 
ing as  agents  for  the  Commodity  Credit  Corporation  sold  all  domestic  wools 
accumulated  by  the  Government  under  the  19U3-U9  programs.    These  sales  were 
all  made  at  private  negotiation  at  prices  specified  by  the  Commoditjr  Credit 
Corporation. 

Commodity  Credit  Corporation  used  a  nonrecourse  loan  program  for  support- 
ing domestic  shorn  wool  prices  during  19^2-^3.    Some  wools  accumulated  during 
the  1952  program  have  been  sold  at  private  negotiation  by  approved  handlers 
at  prices  specified  by  the  Commodity  Credit  Corporation.    Commodity  Credit 
Corporation  is  following  a  policy  of  selling  deteriorated  wool  from  its  inven- 
tory holdings  on  the  basis  of  sealed  bids. 

Foreign  Wool  Selling  Methods 

Growers  consign  about  90  percent  of  the  Australian  wool  clip  to  ware- 
housemen brokers  for  sale  at  auction.    Buying  brokers  who  represent  importers 
in  various  foreign  countries  purchase  most  of  the  wool.    Auctions  are  held  in 
accordance  with  standardized  procedures.    The  Australian  Wool  Growers  Council 
and  the  National  Council  of  Wool  Selling  Brokers  set  up  a  schedule  of  sales 
for  each  season  which  starts  in  late  August  or  early  September  and  runs 
through  June.    Australian  auctions  are  described  in  some  detail  in  Appendix  1 
of  this  report.  2/ 

New  Zealand  and  South  African  wools  are  mostly  sold  at  well  organized 
auctions.    London,  •  England,  is  an  important  apparel  wool  auction  center  and 
Liverpool  is  the  leading  auction  market  for  carpet  wools.    Most  South  American 
and  other  foreign  wools  are  sold  at  private  negotiation  rather  than  at  auction. 

Domestic  Cotton  Selling  Methods 

There  are  important  differences  in  selling  methods  used  in  marketing 
cotton  and  wool.    Some  of  the  cotton  selling  methods  might  be  applied,  with 
modifications,  in  marketing  wool.    Suggestions  for  the  application  of  cotton 
selling  methods  to  wool  marketing  are  discussed  later  in  this  report. 

Cotton  farmers  dispose  of  their  cotton  by  sales  direct  to  ginners,  cot~,or_ 
buyers,  or  place  it  in  the  government  loan  or  with  cotton  cooperatives  for 
disposal.    They  may  sell  their  cotton  without  knowledge  of  the  quality  they 
have  for  sale  or  they  may  avail  themselves  of  the  Smith  Doey  classing  and 
market  news. services  provided  free  of  charge  to  organized  groups  of  cotton 

2/    McMillan,  R.  B.  Marketing  the  Australian  Wool  Clip.    Bur.  of  Agr.  Econ., 
Canberra,  Australia.    Processed  report,  8  pages,  19U9.    Reproduced  in 
Appendix  I. 
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farmers  by  the  Department  of  Agriculture.    During  1953-54  about  78  percent  of 
the  cotton  crop  was  classed  for  cotton  producers  under  this  service.    A  Form  1 
oard  is  issued  the  producers  shewing  the  grade  and  staple  length  of  6ach  bale. 
This  puts  the  farmer  in  a  better  bargaining  position  in  selling  his  cotton  or 
deciding  on  putting  it  in  the  loin,     The  Form  1  cerd  can  be  used  as  evidence 
of  value  for  loan  purposes  without  additional  olaesing  fees  or  additional 
sampling. 

Cotton  merchants  sell  most  of  their  cotton  to  manufacturers  on  the  basis 
of  Standard  descriptions.     The  descriptions  are  made  in  accordance  with  offici- 
ally promulgated  U.  S.  standards  for  grade  and  staple  length. 

Futures  markets  are  very  important  in  the  domestic  cotton  marketing  system 
They  are  extensively  used  by  cotton  merchants  and  mills  and  to  a  lesser  extent 
by  large  cotton  farmers. 

Cotton  merchants  normally  hedge  most  of  their  purchases  and  forward  sales 
by  taking  equal  and  opposite  positions  in  futures  and  actuals.     Some  large 
cotton  growers,  especially  in  western  irrigated  districts,  sell  futures  before 
harvesting  their  crop  and  buy  back  the  futures  when  they  sell  their  cotton. 
The  large  cotton  farmer  thus  hedges  or  pre-determines ,  within  rather  narrow 
limits,  the  price  that  he  will  receive  for  his  cotton. 

Cotton  manufacturers  normally  purchase  a  bulk  of  their  requirements  by 
the  use  of  "on  call"  transactions.     The  manufacturer  agrees  to  purchase  a 
specified  number  of  bales  of  a  certain  description  at  a  specific  premium  over 
or  discount  under  a  certain  cotton  future  or  option.    When  the  mill  "calls" 
the  sale  it  will  pay  the  price  of  the  specified  future  at  the  time  of  call, 
plus  or  minus  the  premium  or  discount  specified  when  the  call  sale  contract 
was  first  made.     The  mill  does  not  have  to  trade  in  futures  under  these  con- 
ditions and  does  not  normally  bear  the  time- price  risk  inherent  in  cotton 
ownership.     The  mills  usually  make  forward  sales  of  cloth  before  fixing  the 
price  (when  they  call  the  sale)  on  the  required  cotton. 

Large  cotton  growers  sometimes  sell  their  cotton  on  call  with  the  total 
returns  determined  only  when  the  farmer  calls  the  sale.     The  price  received 
by  the  farmer  is  equal  to  the  price  of  the  specified  cotton  future  when  he 
calls  the  sale,  plus  or  minus  the  premium  over  or  discount  under  the  specified 
option  or  future  agreed  upon  when  the  sales  contract  was  executed. 

Ana ly s is  of  Problems  in  Wool  Selling  Methods 

Complex  and  inter-related  problems  need  to  be  examined  in  planning  sales 
methods  improvement  programs.     These  problems  are  briefly  examined  below  in 
four  sections  as  follows:     (1)  Time-price  risks;   (2)  quality  and  shrinkage; 
(3)  competition,  and  (4)  other  problems. 

Time-Price  Risks 

When  should  wools  be  sold?    Are  prices  going  up  or  down,  and  when?  The 
problem  is  one  of  predicting  prices,  but  no  satisfactory  prediction  formula 
has  been,  or  is  likely  to  be  developed.     Timing  of  sales  is  important  whether 
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the  seller  be  grower,  consignment  handler  or  dealer,  or  whether  the  wool  is 
to  be  sold  at  private  negotiation,  sealed  bid  or  auction. 

The  grower  oarries  a  time-price  risk  on  his  wool  whether  it  is  on  the 
sheep's  back,  in  transit,  or  in  storage.    He  must  inevitably  carry  this  risk 
but  he  has  an  alternative  as  to  the  length  of  time  that  he  will  carry  it.  By 
forward  selling  or  contracting  wool  on  the  sheep's  back,  the  grower  can  reduoe 
the  length  of  time  he  must  carry  the  time-prioe  risk.    Large  growers  may  mini- 
mize the  time-prioe  risk  by  selling  wool  futures  to  offset  their  long  position. 
The  grower  may  sell  for  cash  during  or  shortly  after  shearing  or  he  may  consign 
his  wool  or  hold  it  in  storage.    Each  of  these  alternatives  involves  judgment 
and  has  advantages  and  shortcomings  aside  from  the  time-price  risk  factor. 

Australian  wool  growers  evidently  believe  that  the  advantage  of  orderly 
auction  selling  of  consignments  results  in  maximum  returns,  on  the  average, 
over  a  period  of  yeers.    Reluctance  by  domestic  growers  to  take  the  time-price 
risks  inherent  in  consignment  selling  has  probably  been  an  important  deterrent 
to  the  development  of  an  Australian  type  auction  marketing  system  in  this 
country. 

Domestic  wool  cooperatives  have  long  advocated  the  principle  of  orderly 
marketing.     The  plan  calls  for  the  methodical  selling  of  consigned  wool  to 
manufacturers  throughout  all  seasons  of  the  year.    During  years  when  domestic 
wools  accounted  for  the  bulk  of  our  mill  consumption,  there  was  a  pronounced 
tendency  for  prices  to  be  depressed  during  the  shearing  season  when  most  grow- 
ers were  selling  their  wool.    Under  those  conditions  the  grower  could,  over  a 
period  of  years,  expect  a  time-price  gain  by  consigning  for  sale  at  a  later 
date.    Forcing  wool  on  an  unwilling  market  in  exoess  of  current  requirements 
will  have  a  bearish  effect  on  prices,  regardless  of  whether  the  wool  is  domes- 
tic or  foreign.    However,  the  seasonal  price  decline  may  not  be  severe  if  thero 
are  enough  able,  optimistic  speculative  buyers  in  either  the  spot  market  and/ 
or  futures  markets. 

Carrying  out  an  orderly  marketing  plan  involves  rather  difficult  practical 
management  problems  whether  the  wool  is  sold  by  auction,  sealed  bid  or  private 
negotiation.     The  Australians  offer  their  wool  on  the  world  market.  Domestic 
wools,  however,  have  been  limited  to  demand  within  this  country  which  fluctuates 
somewhat  more  than  world  demand. 

Pooling  averages  out  the  individual  grower's  time-price  risks  where  sales 
are  distributed  throughout  the  year.    Fleece  wool  cooperatives  in  this  country 
usually  grade  the  wools  into  rather  large  co-mingled  lots.     These  co-ops  sell 
parts  of  the  large  lots  during  different  periods  of  the  year  and  tend  to  sell 
some  wool  on  high  markets  and  other  wool  on  average  or  even  low  markets. 
Returns  to  the  small  growers  thus  tend  to  reflect  average  prices.  Grower 
members  of  western  wool  cooperatives  with  large  clips  are  usually  given  the 
opportunity  of  accepting  or  rejecting  bids  on  their  wool  and  therefore  are 
more  likely  to  receive  above  or  below  average  prices,  depending  on  price  levold 
at  the  time  they  choose  to  sell* 
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Use  of  the  wool  futures  market  offers  some  possibilities  for  offsetting 
growers1  time-price  risks.  However,  many  growers  do  not  understand  the  wool 
futures  market  and  they  use  it  very  sparingly,  large-scale  wool  marketing 
cooperatives  might  explore  the  possibilities  for  rendering  services  to  their 
grower  members  by  offering  a  hedging  and  wool  trading  sergice  in  the  futures 
market.  Cotton  and  grain  cooperatives  widely  use  futures  markets  for  off- 
setting time-price  risks. 

Quality  and  Shrinkage 


......    At  a  given  time  and  place  the  value  of  a  lot  of  wool  depends  on  its  quality 

quantity  and  also  demand.    However,  the  price  for  a  given  lot  of  wool  depends  to 
an  extent  on  factors  other  than  those  that  affect  value  or  utility.    Lack  of 
.competition  between  buyers  may  cause  the  price  to  be  less  than  that  justified 
°by  overall  supply  and  demand.     Government  programs,  foreign  exchange  rates,  and 
a  host  of  other  factors  frequently  cause  prices  to  be  out  of  line  from  what 
they  would  be  in  a  free  and  competitive  market. 

When  a  seller  is  dealing  with  a  buyer  there  should  be  very  nearly-: equal 
knowledge  of  supply  and  demand  and  equal  bargaining  ability  on  both  sides  if 
a  fair  price  is  to  be  arrived  at.    Frequently  either  the  buyer  or  the  seller 
has  superior  knowledge  and  thus  is  in  a  more  advantageous  bargaining  position. 
But  here  the  human  equation  enters  the  picture.    Buying  is  a  matter  of  judgment 
and  a  buyer  may  under-est imate  or  over-estimate  wool  values.     Pricing  wool  is 
more  of  an  art  than  a  science.     However,  progress  is  being  made  in  the  objective 
evaluation  of  such  characteristics  as  shrinkage,  fineness  and  length.. 

To  sell  on  the  basis  of  reliable  descriptions,  or  descriptions. along  with 
small  representative  samples  is  a  worthwhile  goal.    Cotton  and  grain  marketing 
have  been  greatly  improved  through  the  development  and  acceptance  of  standard 
descriptions.     These  descriptions  are  based  on  data  obtained  from  samples  taken 
by  standard  procedures  and  then  objectively  examined. 

Greasy  wools  vary  in  quality  not  only  within  each  fleece  but  also  between 
fleeces.     To  objectively  obtain  samples  and  tests  of  each  lot  of  greasy  fleeces 
would  be  most  difficult.    Professional  wool  men  can  estimate  shrinkage^  fineness 
and  some  other  characteristics  of  fleeces  with  some  degree  of  accuracy,  but 
this  method  has  the  limitation  of  human  error. 

To  sell  on  the  basis  of  description,  or  description  and  small  samples 
instead  of  on  the  basis  of  inspection  would  have  an  important  effect  in  modi- 
fying domestic  wool  marketing  procedures.    Either  growers  or  their  agents 
could  use  such  descriptions  and  small  samples  in  bargaining.     They  could  send 
the  descriptions  or  descriptions  and  small  samples  to  central  trading  places 
or  to  processors  for  bids.     Such  bids  could  be  made  at  auctions,  sealed  bid 
sales  or  during  private  negotiation.     It  will  probably  be  a  number  of  years 
before  this  procedure  can  be  perfected  for  use  in  merchandising  large  uniform 
lots.     It  may  never  be  practical  to  sample,  test  and  describe  individual  clips 
predominating  in  farm  flock  areas. 


Selling  based  on  reliable  descriptions  would  facilitate  market  news  and 
price  reporting.    Prioes  received  for  the  various  types  and  descriptions  of 


foreign  wools  in  the  Australian,  New  Zealand,  South  African  and  London  auctions 
are  generally  considered  to  be  the  best  sources  of  information  on  world  apparel 
wool  prices.    Comparable  up-to-date  market  prioe  information  on  domestic  wools 
would  be  an  improvement. 

Competition 

Growers  of  domestic  wool  not  only  compete  with  one  another  but  also  with 
growers  in  foreign  nations.    Wool  sellers  other  than  growers,  such  as  brokers, 
dealers,  commission  agents,  cooperatives  and  warehousemen  compete  with  one 
another  on  a  world-wide  basis. 

Competition  among  buyers  of  domestic  wool  varies  with  time,  place,  kind, 
quantity  of  wool  and  type  of  buyer.    Each  of  these  factors  are  inter-related. 
An  important  problem  for  a  grower  or  a  grower's  cooperative  to  determine  is 
the  procedure  that  will  produce  maximum  buyer  competition  at  the  time  when 
sales  are  to  be  made.     Insofar  as  sales  alternatives  —  private  negotiation, 
sealed  bid,  or  auction  —  are  concerned,  the  choice  of  sales  method  depends 
on  the  degree  of  competition  that  can  be  obtained  for  the  kind  and  quantity 
of  wool  being  offered  for  sale,  costs  considered. 

Auctions  and  sealed  bid  sales  have  been  used  as  devices  for  obtaining  .j 
greater  competition  between  buyers.    However,  there  has  been  no  pronounced  ;: 
trend  either  toward  or  away  from  auctions  or  sealed  bid  sales  for  domestic  c 
wool.    Auctions  have  not  developed  to  the  point  where  either  growers  or  pro- 
cessors are  supporting  them.    Apparently  the  prospective  gains  to  be  had  through 
selling  wool  at  auction  have  not  been  attractive  enough  to  create  an  insistent 
demand  for  this  type  of  selling* 

Competition  between  buyers  of  domestic  wool  might  be  increased  by  opening 
our  markets  to  foreign  buyers.     This  could  be  done  by  the  Government  paying 
exporters  the  equivalent  of  our  import  tariffs  for  each  pound  of  wool  exported. 
This  type  of  procedure  might  help  to  keep  the  demand  and  prices  for  domestic 
wools  in  line  with  world  supply  and  demand. 

A  high  degree  of  competition  between  buyers  is  found  in  the  Australian 
wool  auctions.    Buyers  mostly  working  on  a  brokerage  basis  compete  vigorously 
at  these  auctions  to  fill  the  orders  coming  from  customers  throughout  the  world. 

Other  Problems 

Factors  such  as  Government  price  ceilings  and  support  programs,  avail-.* 
ability  of  credit,  past  experiences,  attitudes,  secrecy,  and  resistance  to 
change  all  have  a  bearing  on  domestic  wool  selling  methods. 

Government  regulations  and  price  support  programs  have  been  very  important 
in  marketing  domestic  wool.     The  World  War  I  stockpile  was  sold  at  auction  in 
a  series  of  sales  that  were  considered  quite  successful;  wools  accumulated  by 
the  Commodity  Credit  Corporation  during  and  after  World  War  II  were  sold  at 
private  negotiation  at  prices  set  by  the  government.     It  has  been  proposed  that 
the  Commodity  Credit  Corporation  might  sell  at  auction  or  at  sealed  bid  sales. 
Continuation  of  government  purchase  or  loan  programs  makes  it  impractical  for 
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growers  or  their  cooperatives  to -attempt  to  sell  at  auction  or  seeled  bid  sales 
except  when  open  market  prices  are  above  support  levels  or  CCC  stockpile  sale 
prices.    However,  Government  or  a  quasi- governmental  corporation  might  use 
auctions  or  sealed  bid  sales  to  dispose  of  wool  acquired  under  price  assistance 
programs  for  growers.     If  there  was  an  established  auction  system  such  as  that 
for  tobacco  or  Australian  wool,  the  CCC  could  make  payments  to  growers  to  make 
up  the  difference  between  support  level  and  prices  received  at  auction. 

Credit  to  growers  in  the  form  of  pre-shearing  and  commodity  advances 
encourages  consignment  marketing.    Consignment  usually  precedes  sales  at 
sealed  bid  or  auction.    Hence  the  level  at  which  advance  loans  are  made  to 
growers  has  a  direct  bearing  on  the  quantity  of  wool  available  for  sale  by 
sealed  bid  or  auction. 

Attitudes  of  growers  and  the  wool  trade  should  be  considered  in  planning 
and  attempting  to  develop  new  or  modified  methods  for  selling  domestic  wools. 
Any  program  for  changes  in  techniques  or  selling  procedures  will  have  to  prove 
its  superiority  in  practice  before  becoming  widely  accepted.     For  one  system 
to  gain  superiority  over  another  would  require  acceptance  not  only  on  the  part 
of  growers  but  also  the  wool  industry  as  a  whole.     It  is  customary,  for  example, 
to  sell  wool  at  auction  in  Australia.     It  would  be  extremely  difficult  to  prove 
to  the  Australians  that  some  system  such  as  that  used  for  merchandising  domes- 
tic cotton  would  be  better  than  the  one  they  are  now  using.    By  a  like  token, 
any  attempts  to  establish  an  Australian  type  auction  system  in  the  United  State? 
will  meet  with  resistance. 

Basic  Goals  for  Domestic  Wool  Marketing 

Cooperative  wool  marketing  should  be  designed  to  efficiently  transfer  wool 
from  producer  to  manufacturer  in  the  most  acceptable  form,  in  an  orderly  manner 
and  at  import  parity  prices  or  better. 

Import  parity  prices  for  domestic  wool  should  be  obtainable.     The  import 
parity  price  of  a  lot  of  domestic  wool  is  equal  to  the  world  price  for  that 
quality  of  wool  plus  our  import  duty  with  an  appropriate  adjustment  for  differ- 
ences in  uniformity. 

Domestic  production  supplies  less  than  one  third  of  the  grease  wool  manu- 
factured in  this  couantry.     Under  these  conditions  domestic  wool  should  sell  at 
prices  equal  to  or  in  excess  of  those  for  foreign  wool  of  like  quality.  How- 
ever, even  though  the  concept  of  import  parity  is  simple,  the  calculations  and 
technical  problems  involved  in  measuring  import  parity  of  wool  on  a  lot  by  lot 
basis  are  difficult,    Differences  between  foreign  and  domestic  prices  are  due 
to  variations  in  preparation,  grading  and  packaging,  and  inadequate  information 
and  understanding. 

In  contrast  with  our  domestic  wools,  most  imported  wools  are  free  of  black 
and  stained  fiber  contamination  and  are  more  uniform  than  our  original  bag  and 
graded  wools.    ^Manufacturers  can  buy  most  foreign  wools  on  description  with  a 
high  degree  of  confidence  through  brokers  and  obtain  a  minimum  of  unwanted  off- 
sorts.     This  is  not  true  of  domestic  wools.    Furthermore  competition  between 


buyers  of  foreign  wools,  especially  at  the  auctions,   is  usually  keen  with  price 
reflecting  world  supply  and  demand;  whereas  competition  for  domestic  wools  is 
frequently  listless  and  lackadaisical.     The  form  in  which  our  domestic  wools 
are  offered  for  sale  coupled  with  a  limited  market  restricted  to  Continental 
United  States  rather  than  the  world  market  is  responsible  for  less  competition 
for  domestic  wools. 

Import  parity  prices  for  domestic  wool,  plus  a  slight  premium  for  ready 
availability,  are  about  as  much  as  might  be  hoped  for  under  open  market  con- 
ditions.    Domestio  wool  selling  improvement  programs  should  be  designed  to 
obtain  broader  buyer  competition  and  improve  the  form  in  which  wool  is  offered 
for  sale.    Better  preparation  and  improved  selling  methods  should  be  a  part  of 
an  overall  wool  program  designed  to  obtain  import  parity  prices  for  domestic 
wools . 

Each  grower  should  receive  payment  in  accordance  with  the  quantity  and 
quality  of  his  individual  clip.    Only  by  such  marketing  methods  can  growers  be 
given  an  incentive  for  improving  their  methods  of  preparation  and  raising 
better  wool  for  market.     Selling  and  buying  wool  on  averages  (sometimes  called 
"hog-round"  buying  or  selling)  are  incentive  killing  practices  because  they 
result  in  the  producer  of  poor  wool  getting  more  than  he  is  entitled  to  while 
the  producer  of  outstanding  wool  gets  less.    Where  growers  do  their  own  indiv- 
idual selling  they  depend  on  buyer  competition  to  result  in  prices  reflecting 
current  market  values  for  quality  and  quantity.     In  the  absence  of  strong  buyer- 
competition,  growers  selling  their  own  wool  must  have  knowledge  of  quantity, 
quality  and  market  prices  coupled  with  bargaining  ability  equal  to  that  of  the 
buyer  if  they  are  to  obtain  full  market  prices  for  their  wool. 

Wool  marketing  cooperatives  should  improve  their  private  negotiation  order 
selling  programs  by  selling  according  to  standard  descriptions  on  a  clean  basis 
and  purchasing  or  allocating  consigned  wools  to  meet  the  specifications  of  the 
orders.     In  dealing  with  their  grower  members  the  cooperatives  could  give  them 
the  clean  prices  at  which  the  various  descriptions  of  wool  were  sold,  with  an 
appraisal  for  shrinkage  and  quality  to  be  arrived  at  after  the  grower  delivers 
his  wool.     These  co-ops  can  make  forward  sales  and  purchases  of  wool  on  the 
sheep's  backs  on  a  more  scientific  basis  and  thereby  create  more  incentive  for 
growers  to  raise  better  wool  and  better  prepare  their  wool  for  market. 

Each  grower  should  have  ample  opportunity  to  hedge  time-prioe  risks  and 
still  sell  his  wool  according  to  merit  at  prices  reflecting  import  parity. 
Fear  of  possible  price  declines  and  lack  of  market  information  frequently  cause 
growers  to  sell  their  wool  early  and  thus  sacrifice  the  gains  they  might  other- 
wise realize  from  orderly  marketing  and  selling  according  to  merit.  Improved 
selling  must  go  hand  in  hand  with  improvement  in  allied  fields.  Improvements 
in  wool  futures  contracts  with  an  expansion  to  include  medium  wools  would 
broaden  the  futures  market.    Development  of  selling  on  description  would  be 
a  step  forward  in  the  merchandising  of  domestio  wools.    Better  credit  service;: 
can  logically  be  expected  with  improvements  in  procedures  for  offsetting  time- 
price  risks. 


Suggestions  for  Improving  Selling  Methods 


Better  methods  for  selling  domestic  wool  can  be  developed  as  part  of  our 
marketing  improvement  programs.     Improved,  modernized  marketing  and  selling 
methods  are  needed.    A  few  avenues  of  approach  are  suggested  here. 

Develop  procedures  for  selling  based  on  description  and  small  samples. - 
Showing  small  samples  along  with  descriptions  should  result  in  marketing  econ- 
omies and  selling  in  areas  of  heaviest  buyer  competition.     It  is  important  with 
this  method  that  buyers  have  the  same  confidence  in  the  samples  and  descriptions 
that  they  have  in  their  inspection  and  appraisal  of  large  samples.     If  selling 
based  on  descriptions  and  small  samples  is  to  suoceed  in  practice  it  will  be 
necessary  to  develop  a  reliable  and  economical  system  for  sampling  and  testing 
by  wool  specialists  that  will  be  accepted  with  confidence  by  growers,  and  all 
branches  of  the  wool  industry. 

It  might  be  practical,  with  the  present  state  of  technological  advancement, 
to  have  one  or  more  wool  specialists  obtain  the  following  type  of  descriptive 
data  along  with  small  representative  samples  -  for  example: 

GENERAL  TYPE  -  Fine  graded  territory  ewe  and  yearling:     LOT  -  A106:    AREA  - 
Western  Wyoming:    Stored  -  Diamondville,  Wyoming:    GREASY  WT  -  32,106:    YIELD  • 
42.5  (core):     CLEAN  WT  -  13,365:    F INENESS  -  15$  70' s,  70%  64«s,   15%  60's. 
LENGTH  -  20#  3. 6"  up,  6Ctf>  3"  to  3.5*,  15%  2.5"  to  3"  (hook):    COLOR  -  white, 
little  or  no  stain  (core):     STRENGTH  -  very  good  to  /excellent:     BLACK  FIBER  - 
moderate  to  heavy  contamination  (core):     TAGS  -  1%  '  mostly  removed  during 
grading:    PAINT  -  nonscourable  heavy:    FLEECE  WTS  -  8  to  13  lbs.  average  9  to 
10  lbs:    PUT  UP  -  good,  packed  in  No.  1  used  bags:    FREIGHT  TO  BOSTON  -  $2.95 
greasy  or  $6.93  clean:    REMARKS  -  none. 

In  this  example  it  was  assumed  that  core  samples  were  used  for  obtaining 
yield,  scoured  color,  and  black  fiber  contamination.     It  was  assumed  that  hook 
samples  were  used  for  obtaining  length  distribution.     It  might  be  desirable 
to  show  both  stretched  and  unstretched  lengths.     The  small  sample  to  accompany 
the  description  might  be  obtained  by  hand  or  with  a  hook  sampler.     The  clean 
weight  (13,365  lbs.)  of  the  lot  would  not  change  unless  some  of  the  wool  were 
misplaced,  stolen,  or  eaten  by  insects.     Therefore,  it  should  be  unnecessary 
to  weigh  the  wool  except  when  bagged,  in  the  case  of  graded  wool,  and  when 
received,  in  the  oase  of  original  bag  wool.    However,  it  would  be  necessary  to 
weigh  the  bags  at  or  near  the  time  of  coring  in  order  to  make  clean  weight 
calculations  for  the  entire  lot. 

Procedure  used  for  different  sizes  and  kinds  of  lots  of  wool  would  have 
to  be  modified  to  fit  practical  conditions.    Uniform  lots  would  be  the  easiest 
to  sample,  test  and  appraise  with  accuracy.    With  large  lots  it  would  be  more 
feasible  to  be  meticulous  in  sampling,  testing  and  describing  while  some  lots 
might  be  too  small  to  justify  more  than  a  quick  rough  description  by  subjective 
methods.     In  the  case  of  large  lots  of  uniform  wools  it  might  be  practical  to 
obtain  top  and  noil  yield  information  from  10-pound  to  50-pound  samples. 

This  example  assumes  that  buyers  would  want  to  inspect  the  small  samples 
for  such  characteristics  as  softness,  uniformity  within  locks,  tip  formation, 
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and  crimp  formation.    However,  by  developing  even  rough  standards  for  these 
characteristics  it  might  be  possible  to  describe  them  with  sufficient  accuracy 
to  satisfy  most  buyers.    Descriptions  could  be  used  in  private  negotiation, 
sealed  bid,  or  auction  selling. 

Develop  "on  call"  or  "on  basis"  selling  procedures.-,  Large-scale  wool 
marketing  cooperatives  might  develop  selling    on  call"  *y  or  "on  basis"  into 
an  important  private  negotiation  selling  method.    Marketers  sell  the  bulk  of 
the  domestic  cotton  crop  to  manufacturers  in  call  or  basis  transactions.  Wool 
offers  comparable  possibilities,  but  little  domestic  wool  has  been  sold  on  call, 

A  cooperative  can  make  call  sales  for  wool  in  inventory,  or  wool  to  be 
obtained  at  a  later  date,    Wool  may  be  handled  as  low  advance  straight  consign- 
ments, as  high  guaranteed  advance  consignments  or  as  purchased  wool.    Wool  may 
be  delivered  to  the  manufacturer  before  he  "calls"  the  sale.     If  the  cooper- 
ative does  not  short  hedge  the  wool  involved  in  a  call  sale,  it  will  realize 
gross  returns  equal  to  the  price  of  the  specified  future  when  the  manufacturer 
calls  the  sale,  plus  or  minus  the  basis.    The  basis  is  a  specified  premium  or 
discount  agreed  upon  when  the  cooperative  and  the  manufacturer  first  enter  into 
the  call  sales  contract.     If  the  cooperative  short  hedges  the  wool  by  selling 
futures  in  a  volume  equalling  the  volume  specified  in  the  call  sale  contract, 
it  will  realize  gross  returns  equal  to  the  sale  price  of  the  future  plus  or 
minus  the  basis  agreed  upon.    The  manufacturer  pays  an  amount  equal  to  the 
price  at  which  the  cooperative  buys  back  the  short  futures,  plus  or  minus  the 
basis. 

There  are,  and  always  will  be,  imperfections  in  our  wool  and  wool  top 
futures  markets.    However,  even  with  their  present  state  of  development,  they 
can  sometimes  be  used  to  advantage  as  a  tool  for  offsetting  time-price  risks 
or  for  shifting  time-price  risks  from  wool  to  futures.    Time-price  risks  are 
a  major  problem  to  cope  with  in  developing  sales  method  improvement  programs. 
There  are  difficult  practical  problems  of  predicting  changes  in  basis  and 
securing  trained  and  experienced  personnel  for  selling  on  call  and  trading  in 
futures.    However,  large-soale  wool  cooperatives  could  attempt  to  become  adept 
in  these  fields  by  proceeding  carefully  and  oautiously. 


3/    At  any  given  time  the  price  of  a  lot  of  wool  may  be  considered  to  consist 
of  two  parts  (l)  the  price  of  a  given  option  in  a  futures  market,  and  (2)  the 
"basis"  which  is  equal  to  the  difference  between  the  price  per  pound  of  actual 
wool  and  the  prioe  of  the  specified  futures  option.    For  example,  if  the  price 
of  actuals  (a  lot  of  wool)  is  #2.00  a  pound  and  the  price  of  a  future  is  $1.80 
a  pound,  the  basis  is  equal  to  20  "on"  ($2.00  -  $1.80  «  $0.20).   If  the  price 
of  the  future  is  higher  than  the  price  of  the  actual  wool  the  basis  is  "off". 
When  a  "call*  or  "basis"  sale  contract  is  first  entered  into  the  buyer  purchases 
the  basis  and  defers  "cnlling"  the  sale  until  some  later  date  i'  ;  When  he  "calls" 
the  sale  he  pays  the  seller  an  amo-unt  equal  to  the  price  of  the  specified 
futures  option  plus  the  "basis"  if  the  basis  is  "on".    If  the  basis  is  "off" 
the  buyer  pays  an  amount  equal  to  that  of  the  specified  futures  option  minus 
the  basis  agreed  upon  when  the  call  sale  contract  was  first  made. 
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develop  Auction  Selling.  -  Large-scale  wool  cooperatives  might  use  auc- 
tion sales  as  an  alternative  method  for  selling.    There-are  many  advantages 
to  the  Australian  taction  system  for  selling  wool,    The'Australian  market  is 
open  to  world  competition  and  the  auctions  are  held  in  accordance  with  a 
scheduled  plan  throughout  the  selling  season.    It  would  be  possible  to  develop 
an  Australian  type  auction  system  in  this  country  and  open  our  market  to  world 
competition.    However,  no  one  can  predict  with  any  degree  of  reliability  the 
increase  or  decrease  in  grower  income  that  would  occur  as  a  result  of  such  a 
development.    The  hypothetical  advantages  of  auction  selling  can  best  be  tested 
and  appraised  in  the  "school  of  hard  knocks".    It  is  suggested  that  auction 
selling  of  domestic  wool  be  thoroughly  tested  over  a  period  of  years,  under 
favorable  marketing  conditions.    The  following  are  some  considerations  to  be 
weighed  in  planning  auctions. 

The  buyer  of  Australian  wool  has  practically  no  alternative  but  to  buy 
at  auction.    In  the  United  States  purchasers  can  buy  at  private  negotiation 
direct  from  growers  or  from  their  selling  agents,, at  sealed-bid  sales,  and 
possibly  at  auctions.    Buyers  cannot  be  expected  to  pay  higher  prices  at 
auction  than  they  would  pay  for  wools  purchased  by  alternative  methods.  In 
other  words,  auction  sellers  must  compete  with  private  negotiation  sellers  on 
a  price  basis.    However,  auctions  frequently  attract  bids  from  buyers  who 
might  not  have  an  opportunity  to  bid  on  wools  offered  by  some  other  method 
of  sale.    For  example,  where  auctions  are  held  in  the  producing  areas,  some 
topmakers  and  mill  buyers  who  ordinarily  confine  their  buying  activities 
largely  to  central  markets  might  submit  bids.    Auctions  held  in  Boston  would 
probably  attract  buyers  who  otherwise  might  not  inspect  or  bid  on  the  wool. 
From  many  standpoints  there  are  reasons  to  believe  that  auctions  command 
broader  competition  than  is  ordinarily  brought  to  bear  in  private  treaty 
selling. 

Strong  grower  support  of  auction  sales  in  Australia  is  of  fundamental 
importance  to  the  success  of  the  Australian  wool  marketing  system.    There  is 
now  no  law  that  says  the  Australian  grower  must  have  his  wool  sold  at  auction, 
However,  auction  selling  has  become  a  customary  Australian  wool  marketing 
procedure  following  over  a  century  of  experience  that  has  proved  the  worth 
of  the  system. 

xerograms  for  selling  domestic  wool  at  auction  will  present  many  problems. 
The  problems  of  when  and  where  are  of  basic  importance. 

It  would  be  best  to  auction  wool  when  manufacturer  demand  is  active  and 
when  prices  are  at  levels  at  which  growers  are  willing  to.  sell.  It  would  be 
desirable  to  have  the  xvool  offered  in  a  systematic  orderly  manner  throughout 
the  year  with  volume  of  offerings  being  correlated  to  the  level  of  demand  by 
manufacturers.  It  would  be  desirable,  from  the  grower's  standpoint,  .to  attract 
overseas  buyer  competition  by  making  payments  to  exporters  to  offset  our 
import  tariff. 
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More  buyer  competition  can  probably  be  obtained  in  Boston  than  in  any 
other  central  wool  market  in  the  United  States.    It  would,  therefore,  prob- 
ably be  best  to  concentrate  auctions  in  Boston,  when  methods  are  perfected 
for  selling  on  the  basis  of  description  and  small  samples.    However,  until 
growers,  marketers,  and  manufacturers  accept  procedures  for  sampling  and 
describing, .it  would  probably  be  desirable  to  hold  auctions  in  producing 
areas  as  well  as  in  Boston. 

The  Government  might  use  auctions  as  a  sales  method  for  merchandising 
its  present  and  future  wools.    Auctions  might  also  be  considered  and  studied 
as  a  selling  method  to  be  used  in  conjunction  with  Government  price  assistance 
programs.    If  we  had  an  Australian  type  auction  system,  for  example,  the  Com- 
modity Credit  Corporation  could,  if  legally  authorized,  make  payments  for 
distribution  to  growers  to  bridge  the  gap  between  net  auction  returns  and 
support  levels. 

Auctions  might  be  considered  as  a  device  for  showing  wools  to  prospective 
buyers  even  though  only  a  small  percentage  of  the  offerings  are  sold  at  auc- 
tion.   Appraisals  made  by  prospective  customers  during  pre- auction  showings 
are  usually  recorded »    Records  of  these  appraisals  have  been  used  by  these 
buyers  who  submit  bids  after  the  auction. 

i 

Model  for  a  National  Wool  Auction  Corporation 

A  coordinated  nationwide  wool  auction  selling  system  could  be  developed 
through  the  cooperative  efforts  of  growers,  marketers  and  manufacturers.  The 
"model"  that  follows  is  not  presented  to  suggest  that  a  National  Wool  Auction 
Corporation  should  be  organized.    However,  this  "model"  was  designed  to  show 
how  such  an  organization  might  be  formed  and  operated. 

1.  A  non-profit  service  corporation. 

2.  Board  of  l£  directors,  five  each  of  wool  growers,  marketers,  and  manufac- 
turers .  .', 

3.  Corporation  should  be  initially  financed  by  borrowing  from  wool  growers, 
marketers,  'manufacturers,  and  banks.  .  Loans  shall  be  repaid  with  interest 
as  soon  as  possible  when  ordered  by  the  board  of  directors. 

U.    Revolving  fund  system  of  financing  shall  be  used.    Income  of  corporation 
shall  be  obtained  from  service  fees.    Corporation  shall  be -under  mandatory 
obligation  to  allocate  savings  to  consignment  handlers  in  proportion  to 
service  fees  paid  by  them.  s> 

5.    Sampling  and  testing  services  shall  be  done  by  laboratories  approved  by 

the  National  Wool  Auction  Corporation  (hereinafter  abbreviated  as  N.W.A.C.). 
The  wool  marketers .shall  pay  the  fees  charged  by  these  laboratories  for 
such  services  as-,  shrinkage,  color,  length,  fineness  and  other  tests. 
The  laboratories  shall  furnish  the  marketer  and  N.W.A.C.  with  detailed 
descriptions  and  data  as  prescribed  by  N.W.A.C.    The  laboratories  shall 
furnish  N.W.A.C.  with  small  samples. 
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6.  N.  .  .A.C.  shall  publish  a  roster  of  approved  wool  appraisers.     These  apprais- 
ers shall  be  selected  with  the  greatest  of  care  and  limited  to  men  of  out- 
standing ability.     These  appraisers  shall  be  paid  by  the  wool  marketers  for 
examining  large  samples  (10  percent  of  total  -  more  or  less)  for  any  and 
all  characteristics  of  the  wool.     The  appraisers  shall  furnish  the  marketer 
and  N.ifi/.A.C.  detailed  descriptions  as  prescribed  by  N.W.A.Ci  Commercial 
laboratories  may  employ  these  approved  appraisers  to  collect  samples  or 
supervise  sampling  by  employees  of  the  wool  marketer.     The  appraisers  shall 
send  small  samples  of  the  wool  to  N.W.A.C.  if  this  is  not  done  by  a  labora- 
tory. 

7.  N.W.A.C.  shall  not  require  sampling  and  inspection  reports  on  wool  that 
will  be  shown  in  accordance  with  N.W.A.Ci  standards  to  any  and  all  pros- 
pective buyers  providing  (1)  the  wool  is  shown  and  stored  within  approxi- 
mately a  50-mile  radius  of  the  location  in  which  the  auction  is  to  be  held, 
or  (2)  if  large  representative  samples     (10  percent  more  or  less)  are  shown 
within  a  50-mile  radius  of  the  location  in  which  the  auction  is  to  be  held. 

8.  N.W.A.C.  shall  publish  and  distribute  a  catalogue  one  week  before  each  sale 
and  show  small  samples  to  any  and  all  buyers  for  a  period  of  not  less  than 
two  business  days  before  each  sale.    IThen  a  lot  of  wool  is  listed  in  a  sales 
catalogue,  the  marketer  or  owner  of  that  wool  shall  not  be  allowed  to  with- 
draw that  wool  from  the  sale  except  by  paying  rather  heavy  liquidated 
damages  to  N.W.A.C.    Following  are  examples  of  descriptions  that  might  be 
shown  in  the  sales  catalogue! 


Lot  627-10B:    Fine  Staple  graded  territory  ewe  and  yearling:  produced  east- 
ern v?yoming:  stored  Ramsay,  Wyoming  i  handled  by  Bweing  tfool  Co.,  Box  864, 
Cheyenne,  Vn'yom. ,  phone  4067.    Greasy  weight  3  32,106;  Yield  42.5  core  ACH, 
44  B.Jones  est.,  41  J.  Smith  est:  Clean  weight  13,365  (core):    Fineness  - 
70' s  15%,  64' s  70%,  60»s  15%  by  B.  Jones  and  70' s  10%,  64' s  30%,  60' s  10$ 
by  J.  Smith:    Length  -  Stretched  20$  3.5  up,  60%  3a  -  3.5",  15%  2.5"-  3"  - 
unstretched  40$  3*-3.5a,  40$  2.5"-3M,  20$  2a-2.5":    Unstretched  =  70$  of 
stretched  by  ACH:    Color  -  white,  little  or  no  stain,  with  moderate  to 
heavy  black  fiber-core  by  ACH:    Strength  -  very  good  to  excellent:  Tags 
mostly  removed  during  grading:     Paint  -  nc uscourable  heavy:    Fleece  weights 
8-13  lbs.,  average  9  to  10  lbs:     Packed  in  new  bags:    Freight  to  Boston 
5.2.95  greasy  or  #6.93  clean;    Small  sample. 


Lot  986:  IOC :  Fine  original  territory  ewe:  produced  eastern  Wyoming:  stored 
Buckhorn,  Wyoming:  handled  by  Ramsay  '.'fool  vV&rehouse  Co.,  Buckhorn,  Wyoming, 
phone  54862:    Greasy  weight  8,506:  Appraised  by  J.  Doe  and  H.  B.  Brown: 
Yield  38  Doe,  36  Brown:  Fineness  85%  64' s,  10$  60' s,  5%  58»  s  Doe,  15$  70's, 
75$  64' s,  10%  60' s  Brown:    Length  80%  Staple  20%  good  French  by  Doe,  70$ 
Staple  20%  good  French  10%  short  French  by  Brown:     Good  character  color 
and  put  up  in  new  bags  with  very  few  tags:    No  small  sample. 
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Lot  1087:  2H:  Medium  rough  graded  bright  fleeces:  produced  in  Missouri: 
handled  by  Irving  Jones  Wool  and  Fur  Co.,  Box  97,  Lambsite,  Mo.  phone  287: 
Greasy  weight  23,847:    Appraised  by  John  Smith  and  Robert  Fox:    Yield  60 
Smith,  61  Fox:    Fineness  10$  60' s,  20$  58's,  50$  56's,  15$  50' s,  10%  48's 
Smith,  20%  60' s,  20%  58's,  40$  56's,  20$  50' s  Fox:     Length  85$  strict 
staple  15$  Baby  both  Smith  and  Fox:    Blackface  wool  with  good  color, 
character,  strength  and  put  up  in  used  bags  with  heavy  tag  contamination: 
Small  sample* 

Lot  10265:  IOC:  Crutchings:  produced  eastern  Wyoming;  stored  Buckhorn,  Wyom. 
handled  by  Ramsay  Wool  Warehouse  Co.,  Buckhorn,  iliyom.  phone  54862.  Greasy 
weight  40,965  est:    Appraised  by  J.  Doe  and  H.  B.  Brown:    Yield  20  Doe, 
23  Brown:    Fineness  85$  from  fine  and  15$  medium  -  inter  lotted  small  lots: 
considerable  black  locks:  good  character:  Small  hand  sample. 


Lot  107?  26A:  Fine  French  graded  Texas:  produced  southern  Edwards  Plateau: 
stored  at  421  Summer    St.,  Boston:  handled  by  John  Doe  Wool  Co.  Inc.,  231 
Summer  Street,  Boston,  phone  123456:  Greasy  weight  8708  est:    No  appraisals  - 
shown  in  graded  piles  by  appointment. 


9.    Neither  N.vV.A.C.  nor  any  of  its  employees  shall  take  title  to  any  wool 

except  small  samples.    N.W.A.C.  shall  not  pay  for,  or  receive  payment  ex- 
cept as  agent  for  any  wool  sold  at  auction.    However,  N.W.A.C,  shall  exe- 
cute all  papers,  with  power  of  attorney  for  the  selling  handlers,  and 
otherwise  notify  seller  of  the  buyer.    Standardized  printed  contracts 
shall  cover  all  sales  at  auction. 

10.  The  board  of  directors  shall  be  selected  as  follows: 

a*    Wool  manufacturers,  including  top-makers  -  five  men  to  be  nominated  by 
the  National  Association  of  Wool  Manufacturers. 

b.    Wool  marketers  -  five  men  to  be  nominated  as  follows:     (l)  One  man  by 
the  Boston  Wool  Trade  Association;  (2)  one  man  by  the  wool  warehouse- 
men in  Texas;  (3)  one  man  by  the  Western  Wool  Handlers  Association; 
(4)  one  man  by  the  Midwestern  Wool  Handlers  Association;  and  (5)  one 
man  by  the  National  Wool  Marketing  Corporation. 

o.    Wool  growers  -  five  men  to  be  nominated  as  follows:     (l)    Two  men  by 
the  National  Wool  Growers  Association,  one  of  whom  shall  represent  the 
inter-mountain  area  and  one  the  Pacific  Coast  States;  (2)  one  man  by 
the  Texas  Sheep  and  Goat  Raisers  Association;  (3)  one  man  by  the  Ohio 
Sheep  Improvement  Association;  and  (4)  one  man  by  the  National  Wool 
Marketing  Corporation. 

11.  The  board  of  directors  shall  elect  a  wool  grower  to  be  president  of  N.W.A.C. 
and  shall  elect  vice  presidents  from  the  representatives  of  manufacturers 
and  marketers. 
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12.     The  board  of  directors  shall  employ  a  general  manager  who  shall  be  in  char, 
of  all  operations  and  the  employment  of  key  personnel. 


13.  Management  shall  conduct  operations  in  the  framework  of  policy  directives 
of  the  board  of  directors.     The  board  of  directors  shall  set  forth  criteria, 
policy,  and  even  detailed  directives  on  subjects  covered  earlier  in  this 
Mmodel"  plus  the  following  as  examples: 

(a)  when  to  hold  auctions 

(b)  where  to  hold  auctions 
(cji    volumes  to  be  offered 

(d)  upset  or  reserve  prioes 

(e)  eligibility  of  and  priority  to  be  assigned  to  consigned  wool,  purchased 
wool,  foreign  wool,  wool  or  wastes  owned  by  mills  and  Government  owned 
wool. 

(f)  whether  or  not  to  accept  sealed  bids  for  opening  just  prior  to  start- 
ing an  auction. 

(g)  procedure  to  use  in  selling  wool  at  private  treaty  after  an  auction, 
(h;    procedure  to  use  in  selecting  a  list  of  appraisers  and  testing,  labora- 
tories for  approval  by  the  board  of  directors. 

(i)    financing  and  accounting. 

(j)    research,  education,  publicity,  public  relations  and  promotions, 
(k)    service  fees  and  allocation  of  costs. 
(1)    procedures  to  be  used  in  auction  room. 

(m)    distribution  of  savings  from  operations  and  payment  of  indebtedness, 
(n)    promulgation  of  standards  for  appraising,  sampling,  testing,  and 

describing. 
(o)    handling  disputes. 

14.  Following  are  some  suggestions  and  opinions  concerning  operational  policy 
for  N.W.A.C. 

(a)  Auotions  should  be  held  whenever  there  is  a  good  chance  for  selling 
50  percent  or  more  of  the   offerings  as  judged  by  the  general  manager. 

(b)  Auctions  snould  be  held  in  any  suitable  location  as  requested  by  wool 
handlers  submitting  wool  -  or  sale  at  auction. 

(oj    At  least  one  million  pounds  should  be  offered  at  each  auction. 

(d  )  Upset  or  reserve  prices  should  be  specified  by  the  handlers.  However, 
if  the  upset  price  is  unreasonable  the  N.W.A.C.  should  refuse  to  offer 
the  wool  until  market  prices  rise. 

(e  ,    Any  type  of  wool  or  wool  waste  shall  be  eligible  for  sale  through 
N.li.A.C.    Priority  should  be  assigned  to  consigned  domestic  wools 
when  handlers  want  to  offer  more  wool  than  can  oe  handled  -it  i  ^iven 
auction. 

(f )    Sealed  bids  should  be  accepted  for  opening  shortly  before  in  auction. 

3uch  bids  should  be  made  by  persons  other  than  the  owner    >-  ^he  han;.l- 
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The  highest  bidder,  even  though  his  auction  bid  is  below  the  upset 
or  reserve  price,  should  have  exclusive  right  to  bid  on  the  wool  at 
private  treaty  for  2h  hours  after  conclusion  of  the  auction. 

Any  testing  laboratory  with  an  established  recognition  should  be 
approved.    Appraisers  with  outstanding  ability  should  be  selected 
for  the  various  areas.    Several  men  residing  in  Texas,  for  example, 
could  be  appointed  to  handle  Texas  and  Hew  Mexico  appraisals.  Men 
residing  in  the  inter-mountain  area  could  be  appointed  as  apprais- 
ers for  territory  wool.    There  should  be  no  special  difficulties 
in  finding  outstanding  wool  men  in  the  Boston  or  Philadelphia  areas. 

Financing  and  accounting  should  not  pose  many  difficult  problems. 
A  secretary- treasurer  for  N.W.A.C.  should  be  placed  in  charge  of 
this  work. 

Research  should  play  an  important  part  in  the  N.W.A.  C.  program. 
The  research  and  educational  work  could  largely  be  handled  by  one 
well  qualified  wool  marketing  specialist.    The  publicity,  public 
relations  and  promotion  work  should  be  part  of  every  employee's 
responsibilities . 

Service  fees  of  N.W.A.C.  should  be  held  to  a  minimum  consistent  with 
the  costs  of  doing  business.    Cost  analyses  should  be  made  in  order 
to  arrive  at  equitable  service  fees  for  the  different  sizes  of  lots 
and  types  of  wool.    Following  is  a  suggested  schedule  of  charges 
that  may  be  adopted  for  the  first  year  of  operations: 

(1)  For  printing  and  distributing  catalogues,  displaying  small 
samples,  and  offering  at  auction  one  time  and  executing  con- 
tracts and  sales  papers. 

Charges 


Size  of  Lot  Minimum  Maximum 

1  to  1,000  lbs.  $10  $10 

1,000  to  5,000  lbs.  V  10  per  lb.  10  50 

5,000  to  30,000  lbs.  1  3/U0  per  lb.  50  225 

30,000  lbs.  and  over  22$  1,000 


(2)  For  performing  all  services  in  (1)  above  but  wool  sold  at 
private  treaty  or  at  a  second  auction  offering  -  add  charges 
as  follows  to  those  shown  in  (1)  above. 

Charges 


Size  of  Lot  Minimum  Maximum 

1  to  1,000  lbs.  $10  frlO 

1,000  to  5,000  lbs.  3  1/2^  per  lb.  10  25 

5,000  to  30,000  lbs.  ©  1/U0  per  lb.  25  75 

30,000  lbs.  and  over  3  1/50  per  lb.  75  200 
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(3)  N.W.A.C.  shall  make  no  charges  in  addition  to  those  shown  ia  (1) 
and  (2)  above,  even  if  it  offers  the  wool  at  auction  three  or 
more  times  or  if  it  obtains  private  treaty  bids  for  submission 
to  the  handler. 

(4)  The  charges  shall  be  the  same  regardless  of  whether  appraisals 
and  laboratory  tests  had  been  made  and  whether  or  not  N.W.A.C. 
displays  small  samples.     Long  distance  phone  calls  and  telegrams 
shall  be  charged  against  the  handler's  accounts. 

(l  J    Procedures  to  be  used  in  auctioning  should  be  similar  to  those  used  in 
Australian  auction  sales.    A  highly  qualified  auctioneer  should  be 
employed  by  N.W.A.C.  either  on  a  salary  or  salary  and  commission  basis, 

(m;    Savings  should  be  distributed  to  handlers  as  soon  as  the  revolving  fua 
account  has  grown  lerge  enough  to  pay  key  employees  salaries  and  rents 
for  one  year  in  advance.    N.W.A.C.  should  notify  each  patron-handler 
of  the  amount  of  savings  allocated  to  his  account  at  the  end  of  each 
business  year..    A  business  year  starting  on  .April  1  is  suggested. 

(n;    N.W.A.C,  shall  promulgate  standards  for  appraising,  sampling,  testing 
and  describing.     The  American  Society  for  Testing  Materials  and  the 
Wool  Associates  of  the  New  York  Cotton  Exchange  can  probnbly  be  of 
considerable  help  in  setting  up  these  standards. 

(o )    N.W.A.C.  shall  appoint  one  man,  tne  handler  shall  appoint  one  man, 

and  the  buyer  shall  appoint  one  man  to  arbitrate  any  and  all  disputes 
arising  over  wool  sold  by  N.W.A.C. 
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APPENDIX  I 


MARKETING  THE  AUSTRALIAN  WOOL  CLIP 


....  R.  B.  McMillan,  B.  Com, 

Senior  Research  Officer 
Bureau  of  Agricultural  Economics,  Canberra 

Each  year,  more  than  three  million  bales  of  wool  find  their  way  from  Aus- 
tralian sheep  stations : to  wool  textile  mills  in  all  parts  of  the  world. 
The  marketing 'of  such  an  immense  quantity  of  wool  calls  for  a  high  degree 
of  organization,  and  the  system  which  has  developed  is  the  product  of  long 
experience.    Not  only  is  it  based  on  over  one  hundred  years'  experience  of 
wool  selling  in  Australia,  but  even  before  sales  were  held  in  Australia, 
wool  auctions  had  been  commenced  in  London,  and  the  Australian  sales  were 
modelled  on  them. 

The  first  wool  auctions  in  Australia  were  held  in  Sydney  in  18^3.  Soon 
afterwards,  in  I8I4.8,  auctions  commenced  in  Melbourne,  and  other  centres 
have  followed  suit  at  various  times  since.    Even  so,  for  a  good  many  years, 
a  large  proportion  of  the  wool  produced  in  Australia  was  not  auctioned 
locally,  but  was  shipped  for  sale  in  the  United  Kingdom.    However,  an  in- 
creasing volume  of  wool  passed  through  the  Australian  sales  each  year,  and 
by  the  beginning  of  the  present  century  their  popularity  had  become  estab- 
lished, and  as  much  wool  was  being  sold  locally  as  shipped  for  sale  in  the 
U.K.    At  the  present  time,  there  are  selling  centres  in  twelve  different 
cities  through  Australia,  mainly  the  larger  ports,  and  the  greatest  portion 
by  far  of  each  clip  is  auctioned  at  one  or  another  of  these  centres.  This 
is  shown  in  the  following  tabulation,  which  is  based  on  the  experience  of 
the  past  two  or  three  years. 

MARKETING  OF  AUSTRALIAN  CLIP 

(New  Season's  wool  only) 

(i)    Shorn  and  Fellmongered  wool: 


(a)  sold  at  auction  in  Australia   90% 

(b)  sold  privately  by  wool  selling  brokers   3$ 

(c)  shipped  through  brokers  for  sale  in  U.K   1a> 

(d)  shipped  privately  for  sale  in  U.K   1% 

(ii)    "wool  exported  on  sheepskins  _9fo 

Total  wool  production  100% 


The  table  also  shows  that  some  wool  is  still  disposed  of  by  other  methods, 
but  it  is  apparent  that  to  describe  what  happens  to  wool  sold  at  auction 
through  one  of  the  established  wool-selling  brokers  is  to  describe  what 
is  typical  of  the  greater  part  of  the  Australian  wool  clip. 


-  1  - 


From  Wool  Shed  to  Broker's  Store 


After  shearing  the  wool  is  classed  in  the  shearing  shed,  more  frequently 
than  not  by  a  professional  wool-classer.    It  is  then  pressed  into  jute 
bales,  which  contain  on  the  average  about  300  lb.    After  branding,  the 
bales  are  consigned  to  the  selling  centre,  usually  by  motor  transport  to 
rail-head.    The  transport  of  the  clip  is  one  of  the  major  undertakings  for 
the  transport  system  each  season,  since  it  involves  moving  some  500,000 
tons  of  wool  over  an  average  distance  of  some  300  miles. 

The  marketing  of  the  clip  is  handled  by  wool-broking  firms,  of  which  there 
are  about  thirty  operating  in  Australia.    Many  of  these  firms  have  branches 
in  country  districts,  while  a  number  of  them  also  operate  in  several  states, 
vjhen  the  wool- selling  broker  receives  the  wool  from  rail  into  his  store,  it 
is  first  of  all  weighed.    This  "in-weight"  is  of  quite  some  importance, 
since  it  is  taken  as  the  basis  for  all  subsequent  computations  of  value, 
except  where,  for  any  special  reason,  an  "out-weight"  is  later  called  for. 
Therefor  special  care  is  taken  to  ensure  the  accuracy  of  this  operation. 
The  wool  is  then  stored  away  to  await  sale,  a  separate  stack  being  made 
for  each  grower's  wool.    Meanwhile,  its  details  are  recorded,  and  the 
grower  is  normally  sent  a  report  on  his  clip  as  well  as  a  preliminary 
valuation  prior  to  sale. 

The  above  procedure  is  normal  for  any  fair-sized  and  well- classed  clip. 
However,  in  some  cases  no  attempt  is  made  to  class  the  clip  properly  be- 
fore forwarding  it  to  the  Broker.    To  meet  this,  most  brokers  offer  a  re- 
classing  service,  where  wool  experts  class  the  clip  on  store  in  the  same 
way  as  it  would  normally  have  been  done  at  shearing  time.    It  is  then  re- 
baled  and  sold  under  the  grower's  brand.    It  also  often  happens  that  a 
grower's  clip  is  not  large  enough  to  allow  it  to  be  classed  adequately. 
In  this  case,  the  broker  will,  if  instructed,  bulk-class  it  along  with 
other  groxrer's  wool,  and  sell  it  under  the  broker's  own  brand.    The  grower 
then  receives  his  calculated  share  of  the  proceeds,  less  a  charge  for  the 
service.    An  alternative  to  this  is  for  the  broker  to  combine  certain 
small  lots  of  wool  of  the  same  type  from  different  growers  into  one  large 
lot;  this  is  known  as  inter-lotting,  and  does  not  involve  un-baling  the 
wool,  but  it- confers  on  the  grower  the  advantage  of  the  wider  competition 
which  a  larger  lot  of  wool  attracts.    There  are  standard  charges  for  re- 
classing,  bulk- classing,  and  inter-lotting. 

Preparations  for  Sale 

Before  the  beginning  of  each  season,  the  Australian  Woolgrowers'  Council 
and  the  National  Council  of  Wool  Selling  Brokers  confer  to  make  an  esti- 
mate of  the  volume  of  wool  which  will  pass  through  broker's  hands  at  each 
selling  centre  during  the  ensuing  season.    On  the  basis  of  this  estimate, 
broker's  and  buyer's  organizations  jointly  draw  up  a  programme  of  auctions 
covering  the  entire  period  between  the  beginning  of  September  and  the  end 
of  the  following  June,  allocating  certain  days  for  each  auctions  series 
in  each  centre,  and  tentatively  fixing  the  number  of  bales  to  be  offered 
at  each  series.    This  programme  is  not  ordinarily  departed  from,  except 
in  exceptional  circumstances  such  as  an  industrial  dispute  disorganizing 
the  normal  flow  of  wool.    Thus,  every  Monday  to  Thursday  for  ten  months 


of  each  season,  except  for  brief  recesses  at  Christmas  and  Easter,  wool 
is  being  auctioned  at  one,  two,  or  possibly  three  different  centres  through- 
out Australia.    Shortly  before  each  series  is  held,  the  brokers  operating 
in  that  centre  agree  on  a  roster  which  specifies  -for  each  his  day  of  sale 
and  the  quantity  of  wool  he  may  offer  in  his  catalogue,  this  quantity  de- 
pending largely  on  how.  much  wool  he  then  has  in  store. 

This  procedure  has  the  effect  of  making  the  timing  of  sale  for  any  par- 
ticular groitfer' s  clip  virtually  automatic,  since  each  broker  offers  his 
client's  wool  strictly  in  order  of  receipt  into  store  on  a  "first- in, 
first-out"  basis,  receipt  of  20%  of  a  grower's  clip  entitling  him  to  be 
placed  on  the  list  for  order  of  sale.    The  only  exception  to  this  rule 
is  on  New  South  Ijales,  where  a  zoning  system  operates,  the  object  of 
which  is  to  make  available  early  in  the  season  certain  fine,  free  wools 
from  Tablelands  districts  which  would  not  otherwise  be  eligible  for  sale 
until  the  second  part  of  the  season. 

As  soon  as  he  knows  his  allocation,  the  broker  compiles  his  sale  catalogue, 
and  he  will  include  sufficient  clips  from  the  head  of  his  list  to  fill  his 
allocation.    A  normal-sized  catalogue  for  any  one  broker  may  comprise  some 
5,000  bales,  split  into  anything  between  3>00  and  1,000  separate  lots. 
Against  each  lot  in  the  catalogue  is  its  lot  number,  together  with  brand 
markings,  abbreviated  description  and  number  of  bales.    There  is  also 
space  in  the  catalogue  for  buyers  to  record  their  judgements  as  to  type, 
yield  and  value,  and  also  to  record  actual  realizations. 

Sales  are  usually  set  down  for  3  p.m.,  and  there  may  be  as  many  as  2,000 
lots  to  be  valued  for  one  day's  sales,  spread  between  two  broker's  stores. 
Valuation  must  therefore  start  early,  and  buyers  are  very  often  on  the  job 
at  daybreak.    Buyers  therefore  expect  to  receive  their  printed  catalogues 
on  the  day  before  the  sale. 

Not  all  of  each  grower's  clip  is  displayed  on  the  show-floor,  but  speci- 
fied proportions  of  each  lot  being  offered  must  be  placed  there  for  buy- 
ers' inspection  on  the  day  of  the  sale.    When  the  lot  is  of  from  $  to  10 
bales,  3  bales  are  displayed  on  the  show- floor;  when  the  lot  is  over  10 
and  under  20  bales,  20$  are  shown;  from  20  to  100  bales,  1$%',  and  over 
100  bales,  10&,.  , These  sample  bales  are  drawn  at  random,  and  must  be  shown 
alternatively  cap  and  bottom  uppermost.    In  this  way  the  volume  of  wool 
shown  and  the  task  of  valuing  are  cut  down,  while  still  ensuring  that 
buyers  see  a  representative  sample  of  each  lot. 

A  good  deal  of  importance  is  placed  on  the  manner  in  which  the  wool  is 
displayed.    Wool  is,  of  course,  by  no  means  a  uniform  commodity,  and,  un- 
like many  other  primary  products,  cannot  be  classed  into  a  small  number 
of  relatively  uniform  grades.    For  instance,  the  Table  of  Limits,  used 
for  appraisements  during  the  Second  World  war,  provide  for  some  I,5>00 
identifiable  types  and  sub-types.    Nor  is  it  possible  to  type  any  sample 
of  wool  readily  by  scientific  measurements,  at  least  not  at  the  speed 
required  to  market  a  clip  of  over  1,000  million  lbe  each  year.  Each 
buyer  therefore  makes  his  own  judgment  of  the  wools  offered  for  sale  by 
hand  and  eye  examination.    There  may  thus  be  many  different  ideas  of  what 


use  a  certain  lot  of  wool  can  be  put  to  in  the  manufacturing  process,  and 
thus  of  its  value.    However,  competition  enforces  a  high  degree  of  skill 
and  judgement.    If  a  buyer  over  estimates  the  value  of  a  lot  he  will  pos-  • 
sibly  lose  money  on  it  by  the  time  it  has  passed  through  the  factory  and 
been  sold  on  a  competitive  market.    If  he  underestimates  its  value  he  will  . 
simply  be  outbid  by  someone  else  with  a  closer  sense  of  values.  Wool-buying 
is  thus  a  matter  in  which  personal  judgement  is  a  very  important  factor, 
and  to  ensure  the  widest  competition  in  the  salesroom,  buyers  are  given 
the  fullest  facilities  for  examination  of  the  wool  before  sale. 

taction  Room  Procedure 

The  buyers  now  having  had  the  opportunity  of  examining  the  wool  on  offer, 
and  having  made  their  own  judgements  as  to  the  lots  they  are  interested 
in  and  the  prices  they  can  afford  to  bid,  the  way  is  clear  for  the  sale 
to  proceed.    The  order  in  which  the  wool  is  offered  has  become  somewhat 
standardized  by  custom.    First  to  be  offered  is  the  greasy  wool  in  "large" 
lots,  which  means  those  of  £  bales  and  over  in  Northern  selling  centres 
(Brisbane,  Newcastle,  Sydney  and  Coulburn) ,  and  h  bales  and  over  in 
Southern  selling  centres  (all  others  including  Perth);  these  may  be  sub- 
divided into  merino  and  crossbred.    Then  come  the  scoured  wools.  After 
these  come  the  "star"  lots,  which  are  those  consisting  of  h  bales  and 
under  in  Northern  centres,  3  bales  and  under  in  Southern  centres;  star 
lots  are  auctioned  separately,  often  in  a  different  sale  room  concurrently 
with  the  main  sale.    After  these  come  all  offerings  of  dead  wool.  Finally 
come  any  butts  (standard  woolpacks  containing  less  than  the  necessary  20C 
pounds  of  greasy  wool  or  100  pounds  of  scoured),  and  bags  of  wool  (offer- 
ings packed  in  containers  other  than  the  standard  wool  pack) .    In  spite 
of  the  variety  of  the  foregoing  list,  the  overwhelming  majority  of  offer- 
ings consist  of  greasy  merino  wool  in  full-weight  bales,  and  most  of  these 
are  in  the  large  lots. 

The  procedure  in  the  auction  room  is  bound  by  rigid  rules,  but  the  rate  of 
selling  is  so  fast  that  the  untrained  observer  may  not  only  find  it  diffi- 
cult to  follow  what  is  happening,  but  may  well  consider  it  to  be  a  most 
disorderly  procedure  indeed.    The  selling  broker's  auctioneer  stands  in  a 
rostrum  facing  the  buyers,  who  are  ranged  in  semi-circular  desks  rising 
one  tier  behind  another  so  that  all  are  in  full  view  of  the  auctioneer. 
The  name  of  each  buyer's  firm  is  clearly  legible  behind  him.    For  each 
lot  that  is  offered  the  auctioneer  calls  the  lot  number  as  it  appears  in 
the  printed  catalogue,  and  then  another  number,  which  is  his  starting 
figure  in  pence  per  pound.    If  there  are  no  bids  at  that  price  he  will 
call  a  lower  figure.    But  more  often  there  are  at  once  shouts  from  the 
buyers,  some  rising  in  their  seats,  some  gesticulating  to  catch  the 
auctioneer's  eye.    The  rules  provide  that  bids  must  be  audible;  this  they 
certainly  are.    The  rules  also  provide  that  the  bids  must  advance  the 
price  by  at  least  a  farthing  per  lb.,  and  the  sale  of  a  lot  may  sound 
somewhat  as  follows: 

1,  2,  3>  U6,  1".    This  may  be  shouted  from  several  sides  of  the  auc- 
tion room  in  the  space  of  a  brief  second,  then  all  is  quiet  for  an  instant. 
The  auctioneer  calls  "1±6  l/h,  X.Y.  Company",  and  his  hammer  falls.  In- 
stantly he  is  proceeding  to  the  sale  of  the  next  lot,  while  the  clerks 


are  recording  the  sale  of  the  previous  lot  to  the  X.Y.  Company  at  U6  l/Ud. 
per  lb„    Sometimes,  when  bids  are  almost  simultaneous,  it  may  appear  hard 
to  decide  which  buyer  first  bid  the  last  price  called.    The  decision  on 
this  is  left  to  the  auctioneer,  and  this  is  final.    However,  the  buyer's 
name  is  called  before  the  hammer  falls,  to  give  any  other  buyer  a  last 
chance  to  advance  the  bid3 

When  it  is  realized  that  it  is  quite  usual  for  two  catalogues,  each  of, 
say  5,000  bales,  and  each  consisting  perhaps  of  as  many  as  8C0  to  ^.,000 
lots,  to  be  sold  in  an  afternoon,  it  will  be  appreciated  that  not  many 
seconds  can  be  spared  on  the  sale  of  each  lot.    Yet  in  spite  of  the ■ 
apparent  confusion  in  the  sale  room,  an  experienced  auctioneer  accus- 
tomed to  the  buyers'  voices,  to  their  gestures,  and  to  the  types  of  wool 
they  normally  buy,  may  barely  need  to  lift  his  eyes  from  the  catalogue 
as  each  lot  is  called  over. 

The  grower,  who  is  often  in  attendance  at  the  sale,  may  place  a  reserve 
price  on  his  wool,  with  the  instruction  to  his  broker  that  it  be  sold  for 
not  less  than  that  price a    But  if  the  wool  is  passed  in  as  a  consequence, 
it  may  be  offered  only  once  more  during  that  season,  and  may  not  be  trans- 
ferred for  sale  by  another  broker.    If  it  is  still  not  sold  when  offered 
for  the  second  time,  it  may  not  be  offered  again  before  the  last  sale  of 
the  season;  alternatively  it  may  be  disposed  of  privately  or  else  shipped 
for  sale  in  the  U.K.    These  rules  have  been  devised  to  discourage  the 
offering  of  lots  which  are  unlikely  to  be  sold,  as  buyers  take  much  less 
interest  in  clips  on  which  growers  are  in  the  habit  of  placing  unreason- 
able reserves.    For  the  purpose  of  private  sale  immediately  after  the 
auction,  the  highest  bidder,  whose  name  has  been  recorded  has  the  first 
offer  of  the  passed- in-wool,  in  case  he  had  been  prepared  to  bid  further 
in  the  auction  room. 

Settlement 

Buyers  must,  within  six  days  of  sale,  give  instructions  for  the  removal 
of  their  wool  from  the  broker's  warehouse,  and  for  a  further  weighing  at 
their  own  expense  if  they  wish.    During  these  six  days  they  also  have  the 
opportunity  to  lodge  any  claims  relating  to  faults  in  the  wool,  and  errors 
in  its  description.    Most  such  matters,  are  according  to  the  rules,  set- 
tled by  arbitration,  the  costs  of  which  are  to  be  met  by  the  party  adjudg- 
ed to  be  in  error. 

In  the  case  of  false  packing,  which  means  that  some  material  other  than 
wool  has  been  deliberately  inserted  into  the  bale  to  fill  it  out,  the 
sale  is  cancelled  and  the  buyer  has  the  right  to  institute  legal  proceed- 
ings against  the  grower.    As  a  consequence,  falce  packing  is  nowadays 
extremely  rare. 

Buyers  expect  to  receive  the  invoice  for  their  purchases  on  the  day  fol- 
lowing the  sale.1  This  involves  a  good  deal  of  rush  work  for  the  selling 
broker,  since  the  invoice  must  show  descriptions,  marks,  weights,  and  all 
charges;  the  invoice  is  also  accompanied  by  the  appropriate  weight  slips,, 


Payment  by  the  buyer  must  be  made  by  "prompt"  day,  which  is  normally  four- 
teen days  after  sale.    However,  in  recent  years,  shipping  delays  have  fre- 
quently made  it  difficult  for  buyers  to  arrange  their  loadings,  and  to 
secure  the  documents  and  thus  the  bank  credit  necessary  to  finance  their 
purchases j  when  these  conditions  have  arisen,  the  "prompt"  date  has,  by 
arrangement  between  buying  and  selling  brokers,  been  extended  on  occasions 
up  to  as  much  as  28  days;  at  present  it  is  21  days. 

Provision  is  made  for  a  discount  on  payments  completed  within  fourteen 
days  of  sale. 

Meanwhile  the  selling  broker  has  sent  to  the  grower  a  brief  advice  of  the 
results  achieved  by  his  clip.    On  the  same  day  as  the  buyer  is  due  to  pay, 
the  grower  also  expects  to  receive  his  cheque,  accompanied  by  the  account 
sales. 

This  given  full  details  of  realizations  for  each  lot,  together  with  a  list 
of  deductions  made  by  the  broker  for  services  rendered,  as  well  as  for  pay- 
ments made  on  the  grower's  behalf,  such  as  sheep's  back  to  store  insurance, 
rail  freight,  and  Contributory  Charge  Tax.    For  the  services  rendered  by 
the  broker,  each  selling  centre  has  a  standard  schedule  of  charges,  of 
which  the  following  for  Melbourne  in  recent  seasons  is  fairly  typical. 

Payable  by  Growers 

Selling  Commission   %  on  clips  realizing  up  to  L200 


2%  on  clips  realizing  from  i200 
to  t^OO 


1  1/2$  on  clips  realizing  over 
i£00 


Keceiving  and  Recording;  weighting, 
.jarehousing,  Lotting,  Cataloguing, 
Advertising,  Opening  and  Exhibiting 
for  sale   


l/Ud.  per  lb. 


Fire  Insurance 


l/6d.  %  for  8  weeks,  there  alter 
3d.  %  per  week  additional 


iteclassing 


5/8d.  to  Id.  per  lb. 


Bulk- classing 


Re-packing  .  . 


3/8d.  to  Id.  per  lb. 
2/6d.  per  bale 


Payable  to  Buyers 


Warehousing  and  Delivery 


l/8d.  per  bale 


weighing  Out  (if  called  for)  .  .  .  . 


lOd.  per  bale 


The  charges  for  butts  and  bags  differ  from  those  for  standard  bales,  while 
the  rates  in  some  cases  also  depend  on  the  price  realized.  For  other  cen- 
tres, too,  there  are  differences  in  detail.  Further,  most  centres  at  pre- 
sent are  in  process  of  readjusting  their  scale  of  charges  to  meet  post-war 
increases  in  working  costs.  However,  the  above  schedule  gives  a  fair  idea 
of  the  general  level  of  charges. 

Alternative  Methods  of  Disposal 

The  foregoing  procedure  applies  to  all  wool  sold  at  auction  in  Australia. 
As  mentioned  earlier,  by  far  the  greater  part  of  these  offerings,  at  least 
9&%  of  the  total  of  around  3  million  bales,  are  greasy  wool.    Some  scoured 
growers'  wool  is  auctioned,  notably  in  Queensland,  but  a  greater  quantity 
of  scoured  wool  consists  of  skin  wools  from  fellmongers,  and  is  sold  pri- 
vately through  the  brokers  or  is  shipped  abroad  without  being  auctioned. 

A  further  variation  is  provided  by  the  activities  of  country  dealers  who 
buy  growers'  wool  on  the  property,  and  then  re-sell  in  the  main  markets. 
This  practice,  is  however,  not  widespread,  and  legislation  in  force  at 
present  makes  it  obligatory  for  all  such  wool  to  pass  at  some  stage  through 
the  Australian  auction  system,  so  that  the  grower  stands  to  gain  very  little 
and  to  lose  more  by  using  their  services. 

Still  another  variation  is  provided  by  shipments,  either  direct  or  through 
the  brokers,  for  auction  in  the  U.K.    However,  the  proportion  of  the  clip 
dealt  with  in  this  way  has  been  steadily  falling.    In  the  1920' s,  between 
2^0,000  and  300,000  bales  of  Australian  wool,  between  10%  and  \%  of  the 
clip,  were  being  auctioned  in  London  each  season.    For  the  last  two  or 
three  seasons  before  the  recent  war,  shipments  of  this  nature  had  fallen 
to  around  200,000  bales  a  season,  or  little  over  $%  of  the  clip.  During 
the  war  these  shipments  ceased,  as  all  wool  had  to  be  submitted  for  ap- 
praisement and  purchase  in  Australia  under  the  U.K.  purchase  arrangement 
then  operating.    Since  the  war,  this  channel  of  trade  in  wool  has  been 
resumed  only  on  a  moderate  scale,  and  so  far  there  have  been  no  more  than 
50,000  to  60,000  bales  of  "free"  Australian  wool  auctioned  in  the  United 
Kingdom  each  season;  this  represents  not  more  than  1%  to  2%  of  the  clip. 
Since  there  are  certain  advantages  to  wool  growers  in  the  existence  of  a 
"spot"  market  in  the  U.K.,  it  is" felt  that  a  reversal  of  this  trend,  which 
would  assist  in  maintaining  this  market,  would  be  welcomed  by  all  sections 
of  the  industry. 

Joint  Organization 

Before  concluding,  mention  should  be  made  of  one  important  influence  which 
has  been  operating  in  the  auctions  since  the  war.    U.K. -Dominion  W  ;>ol  Dis- 
posals Ltd.  (Joint  Organization)  has  been  in  existence  since  19^!?  to  dis- 
pose of  the  large  stocks  of  Australian,  New  Zealand  and  South  African  wool 
accumulated  under  the  United  Kingdom  Purchase  Schemes.    During  its  operation, 
wool-growers  have  enjoyed  an  important  benefit  -  that  is,  the  system  of 
reserve  prices  under  which  J.O.  has  valued  all  new-clip  wool  going  up  for 
auction  and  has  stood  ready  to  buy  it  in  at  its  appraised  reserve  price. 
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So  far  J.O.  has  been  called  on  to  buy- in  only  small  amounts,  but  the  ele- 
ment of  guarantee  which  this  has  provided  to  wool-growers  is  one  which 
many  would  now  be  reluctant  to  lose.    Further,  J.O.'s  reserve  prices  could 
well  have  been  an  important  stabilizing  factor  in  markets  weaker  than  thos 
wool-growers  have  in  fact  enjoyed.    A  body  similar  to  J.O.  thus  looms  larg 
in  plans  which  growers'  organizations  in  the  British  Dominions  have  recentl 
been  discussing  for  the  future  of  wool  marketing.    But  it  is  worthy  of  note 
that  it  has  been  a  fundamental  feature  of  J.O.'s  operations,  as  well  as  of 
the  proposals  for  the  future  which  are  at  present  being  discussed,  that 
the  auction  system  as  described  should  be  maintained  virtually  intact. 
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DEVELOPMENT  AND  GROWTH 


The  greater  part  of  the  World's  wool  clip  originating  in 
Australia.,  New  Zealand,  and  the  Union  of  South  Africa  is  marketed 
through  auctions.    ,In  the  United  States,  however,  this  method  of 
marketing  is  comparatively  new.     During  the  past  40  years  some 
marketing  efforts  have  been  advertised  as  auctions  which,  in 
reality,  were  only  sealed-bid  sales. 

The  first  attempt  at  auction  marketing  in  this  country  in 
New  York  City  about  1900  was  short-lived.     The  next  move  was  in 
1916,  when  The  Philadelphia  Wool  Auction  was  organized,  but, 
because  of  war  conditions,  this  agency  never  was  able  to  make  a 
single  sale. 

Government  Auctions  (1918- 22 ) 

Not  until  the  close  of  the  World  War  was  the  auction  method 
of  marketing  tried  on  a  large  scale.     On  April  25,  1918,  the 
Government  found  it  necessary  to  take  over  the  Nation's  entire 
wool  clip.    By  May  17,  all  importations  and  options  on  importa- 
tions were  taken  over  on  all  classes  of  wool.     Finally  at  the 
close  of  the  war,  November  IT,  1918,  the  War  Department  found 
itself  in  possession  of  460  million  pounds  of  wool.     The  disposal 
of  this  large  volume  makes  an  interesting  chapter  in  the  history 
of  wool  marketing  in  this  country.  \J 

Proposals  were  put  forward  to  sell  the  accumulation  of  wool 
privately  to  manufacturers  at  fixed  prices  but,  as  it  was  diffi- 
cult to  find  anyone  to  take  the  responsibility  of  fixing  prices, 
it  was  decided  that  the  fairest  method  would  be  to  sell  all  the 
wool  under  the  auction  system.  The  first  sale  was  held  December 
18,  1918,  and  other  sales  followed  at  intervals  over  a  period  of 
nearly  3  years  so  as  to  interfere  as  little  as  possible  with  the 
marketing  of  the  domestic  clips.  The  last  auction  sale  which 
disposed  of  this  great  quantity  of  wool  was  held  March  2,  1922.        '•  - 

Some  wool  buyers  condemned  the  auctions,  but  many  manufacturers 
were  pleased  with  the  way  the  wool  was  handled.     Undoubtedly  the 
growers'  influence  in  getting  the  Army  authorities  to  time  the 
auctions  properly  was  partly  responsible  for  their  sucoess.  The 
salvage  percentage  of  all  the  wool  purchased  amounted  to  85  per- 
cent of  the  total  investment,  a  value  which  was  probably  not  j„ 
exceeded  by  any  other  commodity  surplus  at  the  end  of  the  war.  2/ 

1/    A  Brief~~Hist ory  of  Wool  Control  in  the  United  States  and  the 
Administration  of  it  by  the  War  Department,  prepared  by  A.  W.  Elliot, 
in  charge,  Wool  Branch,  Boston  Zone  Supply  Office,  Boston  Army  Base. 
This  report  was  mimeographed  by  the  United  States  Tariff  Commission 
October  20,  1939,  for  Government  use. 

2/    Editorial  in  the  Bulletin  of  the  National  Association  of  Wool 
Manufacturers  for  April  1922.    Vol.  L  II,  P.  315. 


Pre  gent-Day  Auctions  (1934-40; 


Many  times  since  the  Government  wool  auctions,  various  groups 
of  growers  in  the  United  States  have  discussed  the  advisability  of 
selling  their  wool  by  auction*     In  order  to  give  the  growers  all 
possible  information,  the  United  States  Department  of • Agriculture 
sent  J.  F.  Walker,  a  wool  grower  in  Ohio,  in  1927-28,  to  Australia, 
New  Zealand,  and  South  Africa  to  study,  among  other  things,  the 
auction  system  of  selling.     The  Department  published  a  bulletin 
on  this  study  in  June  1929.  3/ 

The  first  of  the  present-day  auctions  was  held  in  1934,  with 
a  private  concern  assembling  the  wool  for  an  auction  in  Ogden, 
Utah.     This  same  concern  also  opened  auctions  in  Denver,  Colorado, 
in  1936,  and  in  Billings  and  Miles  City,  Montana,  and  Boston, 
Massachusetts,  in  1940.    A  private  individual  held  auctions  in 
San  Angelo,   Texas,  in  1939  and  1940,  and  a  cooperative  opened  auc- 
tions in  Portland,  Oregon,  and  Stockton,  California,  in  1940.  In 
1940,  10  auction  sales  were  held  in  seven  States.  4/    Four  of  these 
auctions  were  conducted  by  a  cooperative  agency,  the  remaining  six 
by  private  firms* 

Volume  of  Wool  Handled 

Recent  wool  auctions  have  made  a  slow  but  steady  growth  over 
the  past  7-year  period  of  operations ..     In  1935,  the  first  year  for 
which  figures  are  available,  the  auctions  handled  2.7  percent  of 
the  total  production  of  their  areas.     This  percentage  increased 
to  7.7  in  1940  (table  1). 

The  offerings  of  wool  at  all  series  of  sales  at  any  one  point 
from  1934  through  1940  ranged  from  a  low  of  428,000  pounds  to  a 
high  of  6,500,000  pounds,  with  a  total  of  54,341,000  pounds  £/ 
offered.     Of  this  amount  27,453,000  pounds,  or  51  percent,  was  sold. 
The  percentage  sold  of  the  amount  offered  at  the  various  sales 
ranged  from  9.4  percent  to  94  percent  (table  2). 

All  the  sales  are  not  made  through  the  auction  ring.  Some 
clips  are  sold  by  private  treaty  following  the  sale.     Other  clips 
are  withdrawn.    According  to  the  best  available  figures  during 
the  7-year  period  of  the  auctions'   operation,  1934-40,  only 

"if   Walker,  J..F.     Some  Factors  Affecting  the  Marketing  of  V.'ool 
in  Australia,  Mew  Zealand,  The  Union  of  South  Africa,  England, 
and  France.     U.  S.  Dept.  Agr .  Tech.  Bull.  124,  94  pp.,  illus.  1929. 


4/    A  private  individual  held  an  auction  in  San  Angelo,  Texas, 
in~1939  and  1940.    Due  to  lack  of  information,  the  Texas  auctions 
are  not  included  in  our  data. 


5/    Includes  14.7  million  pounds  reoffered  at  later  sales. 
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14,598,000  pounds  of  wool,  or  53  percent  of  the  total  sales,  were 
sold  in:  the^sales  ring.  The  remainder,  or  12,855,000  pounds,  was 
sold  a_t.  private  treaty  following  the  auction  (table  3). 

Table  1>  Amount  of  wool  produced  in  auction  areas  and  offered  at 
auctions  and  the  percentage  which  offerings  are  of  pro- 
duction, by  years,  1934-40 


Number  of 

Number  of 

Percentage  of 

.pounds  of  wool 

pounds  of  wool 

production 

Year 

P  -     .  -  Ll  t  D  'i 

offered  at 

i    .  1/ 

a 

.t  auction 

auction 

1        V  • 

J. 

Wte  \-?and 

Troa?and 

;<  pcunds 

pov.nds 

Percent 

1934 

y 

428 

1935 

119,029 

3,254 

2.7 

1936 

136,211 

5,389 

4.0 

1937- 

38  3/ 

£/ 

256,003 

K 

9,348 

3.7 

1939 

135,215 

6,265 

4.6 

1940 

190,380  >■■ 

y 

14,616 

7.7 

1935- 

1940 

836,838 

i/ 

36,582 

4.7 

\J    The  production  of  western  range  States  from  which  any  wool  was 
offered  at  auction.  ■  States  contributing  wool  to  auctions  in  all 
years  were  Colorado,-  Idaho,  Montana,  Nevada,  Utah,  and  Arizona.  In 
1936  and  1939  wool  was  also  received  from  Arizona  and  New  Mexico. 
In  1937-38  wool  also  originated  in  New  Mexico.     Other  States  of 
origin  in  1940  were  Arizona,  California,  New  Mexico,  Oregon,  and 
Washington. 

2/    States  of  origin  not  available. 

3/  No  auction  sales  were  held  in  1937  and  wool  consigned  to  auc- 
tions that  year  was  sold  at  the  1938  sales.  The  production  is  that 
of  the  States  of  origin  for  the  2  years  combined. 

4/    Excludes  scattered  clips  from  other  than  western  range  States . 

Source;    Production  figures  from  U.  S.  Bureau  of -Agricultural 
Economics,  Origin  and  amount  of  offerings  from  catalogs  and  reports 
of  the  Merrion  and  Wilkins  Auction  Company,  Ogden,  Utah,  and  the 
Pacific  IVool  Growers,  Portland,  Oregon. 
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Table  2.  Date,  location,  amount  of  wool  offered  and  sold,  and  per- 
centage of  offerings  sold  by  auction  sales,  1934-40 


Percentage 

Year        Location  of  auction       Month       Amount  of  wool      of  offerings 

 Offered        Sold  sold 

Thousand  Thousand 
pounds      pounds  Percent 


1934 

U  ™  w  <C5  111  \J  O  1 

346 

w*x  w 

RD.R 

OuiO 

1935 

X  «/  WW 

•Ti  1 1  v 

3  200  l/ 

W  j  M WW       X  / 

1  8  75 

X  m  W   /  W 

58  „  6 

Ww  U  W  Uvl 

1  995  l/ 

1  038 

X  j  WWW 

5?  0 

W  tj  •  W 

1936 

T)  ft  v-v  tt     y         r '  /—v  1  r\V&  (~\  /"> 
foil  Vv  I   j     vUlvi  CL\A  vj 

Of*  T* 
Ww  Ij(JUCI 

?  647  T/ 

1  439 

54  4 
o*±  •  rr 

Herri  An  TThfin 

n  f1  "h  r»  l"i  A  v* 

9   74?  ~/ 
c  ,  1  Ltc  x/ 

1  7HQ 

A  ?  3 

uuay 

O  T/ 
C  ,  OuO     X / 

X  ,  OX  <7 

.Ti  i  1 

?  ft  3? 

1  3fi3 

4R  1 

Ww  wij  Uoi 

1  743 

X  |    (  71  W 

808 

W  WW 

46-4 

*  W  #  ^ 

flfrdftn  TT+*fiVi 
*  uvau 

vsxy 

1    fi?^   1  / 

X  ,  'J  C  vj      X  / 

737 

f  w  r 

45  4 

^o  . *x 

uuiy 

3  fl?7  1 / 

1   55  3 

40  6 

1    RA  ^ 

^4  1 

1939 

Denver,  Colorado 

July 

3,855 

2,474 

64.2 

Ogden,  Utah 

August 

2,358 

1,132 

48.0 

1940 

Billings,  Montana 

August 

2,087 

8  72 

41.8 

Boston,  Massachusetts 

October 

4,711 

4,428 

94.0 

Denver,  Colorado 

July 

6,474 

1,765 

27.3 

Miles  City,  Montana 

August 

660 

443 

67.1 

Ogden,  Utah 

July 

3,607 

511 

14.2 

Portland,  Oregon 

August 

1,093 

280 

25.6- 

October 

1,058 

850 

80.3 

Stockton,  California 

August 

979 

92 

9.4 

October 

655 

576 

87.9 

Total 


2/    54,341      27,453  50.5 


1/  Estimated 

2/  Includes  duplication  due  to  reoffering  of  unsold  wool  at  later 
auctions  in  the  same  year. 

Source:    Reports  and  catalogs  of  the  Merrion  and  V.'ilkins  Auction 
Company,  Ogden,  Utah,  and  Pacific  Y\fool  Growers,  Portland,  Oregon, 
reports  of  the  U.S.D.A.  Marketing  Service,  and  news  items  published 
in  the  Commercial  Bulletin,  Boston.  Massachusetts ,  Ogden  Standard 
Examiner,  Ogden,  Utah,  and  the  Salt  Lake  Tribune,  Salt  Lake  City, 
Utah. 
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In  1940,  14,900,000  pounds  of. wool  was  offered  at  auctions. 
This  tonnage  originated  in  15  States,  with  Wyoming,  Utah,  Montana, 
and  Colorado  supplying  74  percent  of  the  volume.    It  is  interesting 
to  note  that  in  the  case  of  Colorado,  15  percent  of  the  total  pro- 
duction of  the  State  was  consigned  to  auctions  for  sale;  the  next 
three  ranking  States  in  the  proportion  of  production  consigned  to 
auctions  were  Nevada,  with  14  percent;  Wyoming,  13  percent;  and 
Utah,  with  12  percent  (table  4). 

Table  4.    Wool  production,  amount  offered  at  summer  auctions,  and 
the  percentage  of  production  offered  at  auctions  by 
States,  1940 


Percentage 
Wool  Offered  at        of  production 

State  production         auction  l/         offered  at 

auction 


Thousand 

Thousand 

•    pounds  • 

pounds 

Percent 

Arizona 

4,471 

134 

3.0 

California 

27,280 

432 

1.6 

Colorado 

14,170 

2,175 

15.3 

Idaho 

16,627 

939 

5.6 

Kansas  2/ 

4,053 

30 

0.7 

Montana 

29,946 

2,384 

8.0 

Nebraska  2/ 

3,274 

45 

1.4 

Nevada 

5,840 

805 

13.8 

New  Mexico 

15,944 

536 

3.4 

North  Dakota  2/ 

7,108 

149 

2.1 

Oregon 

16,446 

462 

2.8 

South  Dakota  2/ 

11,706 

60 

0.5 

Utah 

20,581 

2,384 

11.6 

Washington 

5,804 

208 

3.6 

Wyoming  ■ 

33,271 

4,157 

12.5 

Total  216,521  14,900  6.9 


11  western  range 

States  190,380  14,616  7.7 


,  \f    Distribution  among  the  States  based  on  incomplete  catalog 
listings  which  accounted  for  8  2.4  percent  of  the  total  offerings. 
See  also  table  11,  page  27. 

2/    Other  than  western  range  States. 

Source:     Production  figures  from  U.  S.  Bureau  of  Agricultural 
Economics.     Origin  and  amount  of  offerings  from  catalogs  and 
reports  of  the  Merrion  and  viilkins  Auction  Company,  Ogden,  Utah, 
and  the  Pacific  Wool  Growers,  Portland,  Oregon. 
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OPERATING  METHODS 


The  firms  conducting  the  auctions,  both  cooperative  and  pri- 
vate, carry  on  a  year-round  program  of  education  and  field  work. 
Material  is  published  at  various  times  telling  of  results  of  pre- 
vious auctions  and  comparing  auction  sales  with  market  quotations. 
Pamphlets  are  also  sent  out  to  growers  from  time  to  time  explaining 
the  auctions  in  detail  and  answering  questions  which  might  arise. 
During  the  active  market  season,  the  radio  has  been  used  extensively 
to  link  auction  activities  with  general  market  news.    Auction  sell- 
ing dates  are  announced  through  trade  papers,  grower  house  organs, 
and  the  general  press. 

Sales  Procedure 

On  the  morning  of  the  day  on  which  the  auction  opens,  sample 
bags  of  individual  clips  and  graded  lots  are  open  for  inspection 
and  appraisal  of  buyers,  and  a  sample  of  each  lot  is  displayed  in 
well-lighted  showrooms.    Ample  space  is  provided  for  the  handling,, 
and  inspection  of  these  samples.    Here  buyers  formulate  their  own-1  ?■■ 
ideas  of  shrinkage  and  value.    Catalogs  listing  the  lots,  giving 
size  of  clip  and  classification  of  the  wool,  along  with  some 
description  of  the  clip  being  offered,  are  issued  for  the  use  of  ' 
buyers  (fig.  1). 

At  most  auctions  the  actual  selling  takes  place  in  another 
room  away  from  the  warehouse  "where  the  wools  are  displayed.  The 
buyers  bid  on  the  basis  of  the  notes  made  while  inspecting  the 
samples. 

Each  day's  offerings  usually  consist  of  a  wide  variety  of 
types  of  wools,  both  graded  and  original  bag,  as  well  as  a  wide 
range  in  size  of  lots  offered.     In  one  particular  sale  at  Ogden 
in  1940,  the  catalog  listed  a  150-pound  lot  of  defective  wool  and 
a  168,000-pound  lot  of  graded  fine  French  combing  wool.     This  wide' 
variation  in  offerings  .gives  the  smaller  consumer  as  good  a  chance 
to  buy  as  the  larger  operator.     Table  5  shows  the  number  and  size 
of  lots  offered  for  sale  on  a  percentage  basis. 

The  auction  begins  early  in  the  afternoon  with  an  auctioneer): 
in  charge  of  the  selling.     The  .auctioneer,  calls  each  lot  by  num- 
ber, announces  the  weight,  and  gives  a  description  of  the  lot  of 
wool  by  type,  origin,'  and  grade.     Then  he  asks  for  bids.    All  bids 
are  made  by  bona  fide  jbuyers. ,  Most  of  the  bids  advance  by  a  quar- 
ter of  a  cent.    At  tim^s  it  has  appeared  that  efforts  were  being 
made  by  some  buyers  to|  drag  out  or  slow  up,  the  bids.    However,  at 
such  times,  or  if  the  bids  on  a  particular  lot  opened  at  an  unrea- 
sonably low  figure,  other  buyers  might  advance  the  bid  as  much  as 
3  or  4  cents  at  a  time. 

The  auctioneer  is  assisted  by  a  ring  man  who  checks  the  bid  i 
with  the  bidder  and  by  one  or  more  clerks  who  check  on  bids,  sales, 
and  lots  that  are  passed.    Ring  men  do  not  solicit  bids. 
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Figure  1.   -  Sample  page  from  an  auction  sale  catalog 


LOT 
NO. 

APPROX. 
NET  WT 

DESCRIPTION 

PRICK 

REMARKS 

•OLD 
AT 

PASSED 

AT 

1335 

2,850 

Original  Colorado.  90%   Fine  and 
Fine  Medium,  bal.  Vt  Blood.  Avg.  to 
good  color  and  cond.  Good  French 
and  combing. 

Est.  Avg.  Shrinkage  

1312 

5,800 

Original    Wyoming    (Fine).  Good 
color  and  cond.  Average 
French. 

Est.  Avg.  Shrinkage  

1333 

10,750 

Original  Colorado.  60%   Fine  and 
Fine  Med    30%  V>  Blood  bal  %tha 
Avg.  Color  and  cond.,  avg.  French 
on  Fine,  bal.  good  staple. 

Est  Avg.  Shrinkage  

844 

6,050 

Original  Colorado  (Mixed  Grades). 
25%   Fine  &  Fine  Med.,  26%  % 
Blood,  35%    %ths,   bal.  %  Blood. 
Good  color  and  cond.  Avg.  to  short 
French  on  Fine,  bal.  fair  staple. 
Est  Avg.  Shrinkage  

1164 

7,000 

Oritrinal  Arizona  Fin**  and  Fine  Me- 
dium.  Dark  color,  average  condition. 
Average  French. 

Est  Avg.  Shrinkage  

817 

2,100 

Original  Colorado  (Mixed  Grades). 
10%  Fine  &  Fine  Me.,  20%  %  Blood, 
50%  %ths.,  bal.   %  Blood.  Choice 
color  and  cond.  Avg.  French  on  fine, 
bal.  good  staple. 

Est  Avg.  Shrinkage  

1125 

6,050 

Original  Colorado.  60%   Fine  and 
Fine  Medium,  25%  %  Blood,  bal. 
%ths.  Good  color  and  cond.  average 
French  on  Fine,  bal.  fair  staple. 

Est.  Avg.  Shrinkage  

GRAI 

>EDL< 

yis 

G-155 
Fine 

21,300 

UIAUCU   A  lilt*   CI11U    1  111C    1UCUIU111  lUBUV 

Good  color  and  conditicn. 
Good  French. 

Est.  Shrinkage  

G-156 

15,925 

Graded  Vt  Blood  Idaho. 
Good  color  and  condition. 
Good  French. 

Est.  Shrinkage  

G-155 
% 

16,775 

Graded  %ths.  Blood  Idaho. 
Good  color,  condition  and 
staple. 

Est.  Shrinkage  

G-155 

9,000 

Graded  %  Blood  Idaho. 
Good  color,  condition  and 
staple. 

Est.  Shrinkage  

/ 


The  grower  has  a  right  to  place  a  reserve  bid  on  his  clip, 
which  he  usually  does.     The  high  bidder  either  has  the  clip, knocked 
down  to  him  in  the  ring  or  passed  to  him  at  his  bid.     If  his  bid 
does  not  equal  the  reserve  bid  and  the  clip  is  passed  to  him,  he 
has  the  sole  privilege  for  the  next  24  hours  of  dealing  privately 
with  the  owner  of  the  wool.     The  auction  firm  brings  the  bidder  and 
owner  together  by  telephone  or  personal  interview.    At  9  out  of  22 
sales,  the  bulk  of  the  wool  has  been  sold  during  the  24-hour  period 
after  the  close  of  the  auction  (table  3).    Whether  this  practice 
has  benefited  the  grower  or  not  is  difficult  to  determine.     It  seems 
not  to  have  discouraged  the  buyers;  on  the  other  hand,  neither  the 
grower  nor  the  bidder  shows  his  full  hand  at  the  open  auction,  and 
it  is  possible,  if  too  much  of  the  wool  is  sold  by  private  treaty, 
that  it  will  defeat  some  of  the  purposes  of  the  auction.     In  most 
instances  of  private-treaty  sales,  the  buyer  raises  his  bid  and 
the  grower  lowers  his  asking  price.    Some  growers  have  reported 
that  very  substantial  raises  in  bids  have  been  made  following  the 
open  auctione 

All  sales  are  f .  o.  b.  western  auction  point  and  the  auction 
officials  give  buyers  information  on  freight  rates  to  eastern 
points. 

Auction  sales  move  along  rapidly.    Only  2  hours  are  spent  in 
offering  the  average  daily  tonnage  of  nearly  a  million  pounds  of 
wool.     Sales  last  from  1  to  6  days,  with  an  average  series  lasting 
2c7  days.     There  was  an  average  of  nearly  2  1/2  million  pounds 
offered  at"  each  series  of  sales  during  the  period  1934-40  (table  6). 
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Table  6.    Amount  of  wool  offered  and  average  daily  offerings  by  sales, 
1934-40 


Number  of    Amount  of  wool  offered 
Year  Location  Date  days 

auction  Daily 
operated  Total  average 

Thousand  Thousand 
pounds  pounds 


Ogden,  Utah 

December  12 

1 

4<SO 

42o 

1935 

Ogden ,  Utah 

July  11-12 

2 

O,  200 

1,  bOO 

October  1-4 

4 

1 ,  y  yo 

4yy 

iy  Ob 

Denver,  Colo. 

October  ic-xo 

0 

£  ,  04  / 

Ocy 

Ogden,  Utan 

October  iy-ci 

<z 
o 

9    7  A  9 
<£,  (4c 

Q  1  A 

y  14 

1938 

Denver,  Colo. 

May  2-4 

3 

2,  3b8 

786 

July  18-20 

3 

0,  032 

1,011 

October  3-b 

6 

1,  740 

CQ1 
bO  1 

Ogden,  Utah 

May  5-7 

3 

1,625 

542 

July  21-23 

3 

1  007 
0,  oc  1 

1,  c  to 

October  6-8 

3 

3,407 

1,136 

1939 

Denver,  Colo. 

July  31, 

August  1-3 

4 

3,855 

964 

Ogden,  Utah 

August  4-5 

2 

2,358 

1,179 

1940 

Billings,  Mont. 

August  1,  3 

2 

2,087 

1,044 

Boston,  Mass. 

October  15-18 

4 

4,711 

1,178 

Denver,  Colo. 

July  22-27 

6 

6,474 

1,079 

Miles  City,  Mont. 

August  2 

1 

660 

660 

Ogden,  Utah 

July  29-30 

2 

3,607 

1,804 

Portland.  Oreg. 

August  5-6 

2 

1,093 

546 

October  31 

1 

1,058 

1,058 

Stockton,  Calif. 

August  8 

1 

979 

979 

October  28 

1 

655 

655 

Average 

2.7 

2,479 

924 

Source:     Keports  and  catalogs  of  the  Merrion  and  .Vilkins  Auction  Com- 
pany, Ogden,  Utah,  and  Pacific  IVool  Growers,  Portland,  Oregon,  reports 
of  the  U.SoD.A.  Marketing  Service,  and  news  items  puolished  in  the  Com- 
mercial Bulletin,  Boston,  Massachusetts,  Ogden  Standard  Examiner,  Ogden, 
Utah,  and  the  Salt  Lake  Tribune,  Salt  Lake  City,  Utah. 
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If  the  wools  are  not  disposed  of  at  the  auction  sale  or  imme- 
diately following,  the  auction  company  arranges  for  a  sale,  with 
the  grower's  permission,  whenever  the  market  appears  to  justify  it. 
If  sufficient  volume  remains  unsold  the  wool  may  be  offered  again 
at  a  second  auction,  as  in  1935,  1938,  and  1940,  or  at  a  third 
auction,  as  in  1938.     The  1937  clip,  because  of  a  stagnant  market, 
had  to  be  held  over  and  sold  the  following  year. 

Buying  Competition 

A  study  of  the  bidding  practices  and  a  comparison  of  bids  with 
Boston  quotations  indicates  that  competition  at  the  auctions  is 
real.     Because  topmakers  and  manufacturers  are  sometimes  represented 
in  the  ring  by  dealers  or  order  buyers,  it  is  impossible  to  determine 
the  number  of  each  making  bids.     In  spite  of  this,  it  is  believed  the 
number  of  dealers  and  speculators  greatly  outnumber  the  topmakers  and 
manufacturers;  however,  available  information  indicates  that  60  to  70 
percent  of  wool  sold  in  the  auction  was  purchased  by  topmakers  and 
manufacturers.    At  certain  sales  dealers  outbid  mill  buyers,  partic- 
ularly on  graded  lots  (table  7);  however,  it  is  not  known  whether 
these  dealers  were  bidding  for  their  own  account  or  had  buying  orders 
from  mills.     There  has  been  no  doubt  that  some  of  the  best  buying 
power  in  the  country  has  participated  in  the  auctions. 

There  have  been  accusations  of  collusion  among  buyers  and  that 
they  really  were  not  competing.     It  would  be  difficult  to  learn  of  '  '. 
this;  however,  there  has  been  no  evidence  of  collusion  presented. 
It  would  seem  that  prearranged  agreements  on  bidding  limits  would 
be  extremely  difficult  among  20  to  60  buyers,  their  requirements 
varying  widely  with  respect  to  quantity,  type,  and  grade  (table  8). 
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Table  80    Attendance  of  buyers  at  wool  auctions,  1934-1940 


Number  of 

Year                     Location                          Month  buyers 
.   attending 


1934 

Ogdon,  Utah 

December 

V 

1935 

Ogden,  Utah 

July 
Octo  ber 

31 

y 

iy  00 

Denver,  Colo. 

October 

34 

ugaen,  Utah 

October 

1938 

- 

Denver,  Colo. 

May 

July 

Uctooer 

21 

y 

ugaen ,  utan 

May 

July 

October 

1939 

Denver,  Colo. 

July 

48 

Ogden,  Utah 

August 

48 

1940 

Billings,  Mont. 

August 

27 

Boston,  Mass. 

October 

60 

Denver,  Colo. 

July 

1/ 

Miles  City,  Mont. 

August 

22 

Ogden,  Utah 

July 

^ 

Portland,  Oreg. 

August 
October 

20 

Stockton,  Calif. 

August 
October 

23 
20 

.1/    Information  not  available. 

Source  r    Reports  and  catalogs  of  the  Merrion  and  IVilkins  Auction 
Company,  Ogden,  Utah,  and  Pacific  tifool  Growers,  Portland,  Oregon, 
reports  of  the  U.S.D.A.  Marketing  Service,  and  news  items  pub- 
lished in  the  Commercial  Bulletin,  Boston,  Massachusetts j  Ogden 
Standard  Examiner,  Ogden,  Utah;  and  the  Salt  Lake  Tribune,  Salt 
Lake  City,  Utah. 

Agreement  among  buyers  is  doubtful  chiefly  because  the  various 
types  of  buyers  could  not  all  benefit  at  the  same  time.     If  top- 
makers  were  in  agreement  to  hold  down  prices,  dealers  and  woolen- 
mill  buyers  would  certainly  take  advantage  of  the  situation  and  bid 
-  in  the  wools.     The  probability  that  dealers  might  'agree  on  prices 
is  remote  with  topmakers  and  manufacturers  in  the  r^ng  at  the  same 
time.     The  fact  that  one  bidder  has  consistently  taken  the  greatest 
quantities  of  wool  at  many  of  the  auction  sales  has  been  disturbing 
to  some  growers  who  felt  that  there  should  be  more  high  bidders. 
It  is  generally  known,  however,  that  this  particular  high  bidder 
represents  a  firm  that  is  normally  one  of  the  largest  consumers  of 
western  wools  in  the  country.     It  is  natural  for  this  firm  to  be 
a  heavy  taker  when  any  accumulation  of  wool  is  offered  for  sale  in 
the  West. 
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Selling  Charges 


•  A- large  number  of  growers  feel  that  the  costs  -of  selling  wool 
through  the  auctions  is  too  high.     In  comparing  auction  costs  with 
costs  of  other  systems  of  marketing,  however,  the  present  charges 
do "not  seem  out  of  line.    One  auction  concern  has  a  scale  of  com- 
mission charges  for  lots  as  follows: 

Cents 
per  pound 

In  excess  of  100,000  pounds  1 
Prom  5,000  to  100,000  pounds  1  l/2 

Less  than  5,000  pounds  2 


This  scale  of  charges  includes  4  months'  free  storage,  ware- 
housing, insurance,  selling,  shipping,  guarantee  of  sales,  display 
of  sample  bags,  and  all  costs  that  enter  into  the  sales  transaction. 
If  wools  are  graded,  there  is  an  additional  1/2  cent  per  pound 
grading  charge.     In  the  event  wools  are  stored  longer  than  the 
4  month  free  period,  there  is  a  15-cent  per-bag  per-month  charge 
for  storage. 

Another  auction  concern  makes  a  flat  selling  commission  charge 
of  vl«25  per  100  pounds  of  wool.     Storage  charges  at  15  cents  per 
bag  per  month  begin  when  the  wool  is  placed  in  the  warehouse. 

It  does  not  seem  that  the  present  selling  charges  for  domestic 
auctions  are  unreasonable  if  the  proper  handling  and  care  are  given 
the  wool.    As  the  auctions  gain  more  experience,  costs  of  handling 
various-sized  clips  can  be  more  accurately  determined  and  a  sliding 
scale  of  charges  standardized  accordingly. 

In  comparing  these  auction  charges  with  those  of  Australia  we 
find  the  Australian  costs  probably  range  from  1  3/4  cents  to  2  l/2 
cents  per  pound.     For  this  charge,  however,  growers  receive  some 
additional  services  that  are  not  offered  at  domestic  auctions.  6/ 


6/    The  Journal  of  the  Department  of  Agriculture  of  South 
Australia,  Vol.  XLIII,  No.  12,  July  1940 
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VIEWPOINTS  OF  GROWERS  TOWARD  AUCTIONS 


Since  the  area  in  which  auctions  operated  in  1939  was  limited 
and  comparatively  few  growers  were  patrons,  specific  questions  on 
auction  selling  were  not  inoluded  in  the  schedule- sent  to  growers. 
A  total  of  1,112  voluntary  comments  were  offered  by  growers  on 
their  returned  schedules.    Of  37  growers  who  commented  on  auctions, 
35  were  favorably  impressed  or  were  desirous  of  seeing  the  auction 
system  expanded.     This  group,  for  the  most  part,  consisted  of  large 
operators. 

A  special  questionnaire  was  sent  out  to  250  of  the  most  impor- 
tant wool  growers  and  leaders  in  the  industry  asking,  among  other 
things,  their  opinions  of  the  favorable  and  unfavorable  features  of 
auctions.    Replies  were  received  from  133.     The  following  is  a 
summary  of  their  opinions  concerning  the  auction. 

Why  Growers  Favored  Auctions 

As  a  result  of  direct  contacts  with  growers  and  a  review  of 
the  schedules,  six  reasons  why  growers  favored  the  auction  system 
of  selling  wool  are  listed  in  the  order  of  their  importance: 

1.  Competitive  bidding  and  large  buying  power. 

2.  Educational  value  of  seeing  the  way  in  which  wool  is  sold. 

3.  Open  bidding  and  buying,  keeping  buyer  and  seller  on  more 
equal  basis. 

4.  Quick  sales  fairly  clos6  to  home  and  immediate  returns. 
'5.    Sale  of  wool  on  merit  basis. 

6.    Direct  buying  by  mills. 

Why  Growers  Disapproved  of  Auctions 

Some  growers  felt  rather  keenly  that  auctions  had  definite 
shortcomings.  Their  viewpoints  were  expressed  in  the  following 
reasons,  which  are  likewise  listed  in  the  order  of  their  importance 

1.  No  competition  among  buyers. 

2.  Cost  of  selling  through' auctions  too  great  -  additional 
.  selling  costs.        ;    .       aoed  r.u 

;i,3i    Not  enough  mill  buyers  at  auctions. 
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4.    Not  enough  volume  to  attract  mill  buyers. 

•  -  5.    Collusion  among  buyers.' 

6.    No  selling  date  satisfactory  for  all  buyers. 

Other  Grower  Comments 

From  Montana  comes  the  following  comment  from  a  grower  send- 
ing in  a  completed  schedule  : 

WI  would  like  to  see  an  auction  market  established  at 
terminals  with  weighing,  grading,  and  sales  accounts  under 
government  supervision  somewhat  similar  to  terminal  markets 
for  livestock.     I  believe  such  a  market  would  draw  enough 
wool  to  insure  orderly  marketing,  would  give  the  small  manu- 
facturer a  better  chance  and  would  eventually  be  better  for 
all  concerned.    Certainly  such  a  market  is  the  only  satis- 
factory solution  for  the  grower  and  you  may  rest  assured 
that  such  a  plan  will  be  opposed  to  the  limit  by  the  Boston 
Wool  Trade . " 

Comment  from  a  Wyoming  grower  is: 

"I  think  our  wool  should  be  handled  on  a  more  perma- 
nent basis.     The  wool  market  fluctuates  too  rapidly  and  should 
have  some  sort  of  stabilizer.     There  are  too  many  chances 
taken.     I  believe  the  Australian  way  of  auction  sales  is  the 
best  and  our  wool  marketing  system  could  be  greatly  improved. * 

Comments  from  Utah  point  out  disadvantages.    A  grower  says  of 
auctions,  there  is  "lack  of  competition  from  the  proper  sources, 
the  mills.     Unable  to  properly  time  auction  sales.    Holding  auction 
sales  during  a  depressed  period  which  further  depresses  prices."* 

An  Idaho  grower  offers  the  following  disadvantages:  (1) 
Expense  of  selling;  and  (2)  possibility  of  buyers  purchasing  wool 
on  basis  of  immediate  demand  or  competition  rather  than  value. 

APPRAISAL  AND  CONCLUSIONS 

Advantages  of  Auctions 

Many  growers  who  have  not  patronized  the  auctions  have  expressed 
themselves  in  favor  of  them  because,  as  they  stated,  it  gives  them  an 
opportunity  to  make  immediate  sales.     This  condition,  however,  is  not 
always  true.    As  indicated  in  table  2,  very  often  only  a  small  per- 
centage of  the  offerings  may  be  sold  with  the  result  that  clips  may 
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be  held  over  for  another  auction  sale  several  months  later.  Prices 
also,  may  be  unsatisfactory  for  many  consecutive  months,  as  indicated 
in  figure  2,  which  may  postpone  sales  indefinitely.     It  is  probably 
true,  however,  that  growers  selling  through  auotions  usually  receive 
returns  sooner  than  they  would  normally  through  some  other  methods 
of  sale. 

If  the  wool  is  properly  appraised  and  shown,  it  is  quite 
likely  that  each  clip  would  sell  at  the  auction  on  a  grade  and 
merit  basis.     The  merits  and  faults  of  a  clip  show  plainly  when 
displayed  along  with  other  clips.     Prices,  therefore,  should  reach 
their  proper  level  when  buyers  are  bidding  seriously. 

Auctions  are  of  educational  value  to  growers,  too,  because 
for  the  first  time  a  great  many  growers  are  learning  something 
about  the  grade  and  shrinkage  of  their  clips.     They  are  able  to 
compare  their  clips  with  those  of  their  neighbors  and  also  with 
clips  from  other  sections  and  other  States.    For  the  first  time,  ,; 
too,  actual  sales  prices  are  being  made  public  and  growers  are  com- 
paring prices  and  finding  out  why  one  clip  sells  for  more  than 
another.    Now  growers  know  their  handling  and  marketing  costs  and 
thus  are  able  to  figure  the  spread  between  local  bids  and  Boston 
quotations . 

Auctions  have  also  brought  about  improvements  in  the  market 
preparation  of  wool.     It  is  apparent,  however,  that  further  improve- 
ments should  be  made  if  the  auction  system  is  to  accomplish  the 
objectives  expected  by  some  growers  and  manufacturers. 

Disadvantages  of  Auctions 

Attitude  of  manufacturers.    A  common  criticism  of  the  auctions1 
has  been  the  comparatively  small  number  of  manufacturers  partici- 
pating in  the  bidding.     The  buyer  registration  lists  indicate  that 
dealers  have  been  in  the  majority  at  practically  every  sale. 

In  discussing  the  auction  method  of  selling  with  large  manu- 
facturers, most  of  them  expressed  a  lukewarm  attitude  toward  the 
method.     Some  were  very  outspoken  against  auctions.    Other  manu- 
facturers, when  discussing  eastern  auctions,  stated  that  they  were 
not  in  favor  of  auctions  or  any  other  new  system,  but  if  auctions 
were  held,  they  would  certainly  send  a  representative  to  attend 
them.     It  was  learned  that  certain  manufacturers,  while  not  favor- 
able to  auctions,  did  purchase  wool  through  them  by  giving  their 
orders  to  an  independent  buyer  or  a  dealer. 

The  argument  put  forth  by  some  manufacturers  is  that  they  do 
not  want  their  competitors  to  know  what  they  were  doing  by  bidding 
at  auctions.     These  same  manufacturers,  however,  buy  at  foreign 
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auctions  through  brokers.     Information  concerning  purchasing  opera- 
tions cannot  usua. ly  be  kept  from  a  competitor,  however,  even  when 
the  manufacturer  does  not  buy  through  an  auction. 

The  smaller  manufacturers,  especially  those  in  the  western 
part  of  the  country,  appear  to  like  the  auction  system.     They  claim 
that  it  offers  them  an  opportunity  to  bid  on  certain  small  lots 
which  they  might  not  otherwise  have  a  chance  to  buy. 

It  was  apparent  from  the  grower  schedules,  however,  that  wool 
producers  would  have  more  confidence  in  auctions  if  it  were  gener- 
ally known  that  both  the  larger  and  the  smaller  manufacturers  par- 
ticipated in  greater  numbers  than  at  the  present  time. 

Improper  preparation  of  wool.    Millmen  have  indicated  that 
their  main  objection  to  auctions  is  that  there  is  no  assurance  of 
getting  the  grade  they  want,  thus  necessitating  the  sale  of  a  sub- 
stantial percentage  of  their  purchases  as  rejects.     The  15  States 
contributing  to  the  auctions  in  1940  sent  in  wools  with  a  wide 
range  in  grades,  quality,  and  shrinkage;  61  percent  of  the  offer- 
ings were  in  the  original  bag,  however.     (Table  9.     See  also  table 
16,'  page  32). 

It  is  believed  that  if  auctions  are  to  be  more  attractive  to 
a  large  number  of  manufacturers,  the  fleeces  eventually  will  have 
to  be  skirted  as  well  as  graded.    Manufacturers  generally  prefer 
skirted  fleeces,  and  it  is  believed  that  the  grower  would  be  well 
paid  for  his  efforts  along  this  line.     Improvements  in  breeding 
practices  would  naturally  follow  the  skirting  of  fleeces,  since 
growers  would  be  educated  as  to  the  grade  they  were  producing  and, 
therefore,  would  desire  to  produce  more  uniform  fleeces.     It  is 
also  believed  that  skirted  fleeces  will  sell  more  nearly  on  their 
merits. 
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Domestic  auctions,  as  an  ultimate  goal,  should  aim  to  compete 
with  Australian  and  New  Zealand  auctions  in  the  matter  of  prepa- 
ration of  wool  for  market.     To  attain  this  objective  much  more 
attention  must  be  given  to  grading,  sampling,  displaying  of  samples, 
and  packaging.    Well-graded  lines  appear  to  bring  the  highest  prices. 
Inasmuch  as  67  percent  of  the  lots  offered  for  sale  are  less  than 
10,000  pounds,  (table  5),  it  is  recommended  that  more  wool  be  graded 
and  that  the  grading  be  stricter. 

Difficulty  of  selecting  sales  dates.  It  is  "apparent  that  no 
one  date  or  place  to  hold  auctions  will  satisfy  even  a  fair  percent- 
age of  the  growers.     In  order  to  have  the  support  of  the  largest 
number  of  growers  and  to  give  them  more  of  a  choice  in  the  date  and 
place  of  sale,  it  is  believed  that  auction  sales  should  be  planned 
for  all  seasons  of  the  year. 

The  following  schedule  is  suggested: 


A  schedule  such  as  this  could  only  be  put  into  operation  when 
there  was  sufficient  volume  to  make  it  possible.     The  Australian 
auctions  usually  are  carried  on  over  a  6-  to  9-month  period. 

Eastern  vs.  Western  Auctions 

One  point  on  which  growers  appear  to  differ  is  whether  auctions 
should  be  held  in  the  eastern  market  centers  or  in  the  western  pro- 
ducing areas.     To  date  the  experience,  with  one  exception,  has  been 
wholly  with  western  auctions.     It  is  undoubtedly  true,  as  was  demon- 
strated at  the  1940  Boston  auctions,  that  more-  registered  active 
bidders  would  attend  the  eastern  auctions,  and  more  manufacturers 
would  have  an  opportunity  to  place  their  bids.     Sixty  buyers  were 
registered  at  the  Boston  auction  sales,  compared  with  an  average  of 
30  buyers  for  each  of  1'3  western  sales  (table  .8.). 

Growers  favor  western  auctions  because  they  believe  that  the 
buyers  will  always  go  where  the  wool  is  offered  for  sale.  Buyers 
have  ^one  West  for  their  needs  in  the  past,  and  the  growers  believe 
that  the  situation  will  not  change  in  the  near  future.     There  may, 
however,  be  a  place  for  both  western  and  eastern  auctions. 

It  is  contended  by  many  opposed  to  auctions  in  the  United  States 
that  buyers  will  not  travel  any  great  distance  to  them.     This  does 
not  appear  to  be  a  sound  contention,  as  American  buyers  annually 
travel  half  way  around  the  world  to  buy  wool,  and,  fur  bhermore,  users 
apparently  like  to  go  into  the  wool-producing  areas  to  make  their 


Early  sales 
Summer  sales 
Fall  sales 
Winter  sales 


June 
August 
October 
February 


In  West 
In  West 
In  West 


In  Boston 
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Approximate  Trade  Territory  oF  Each 
1940  Summer  Auction  and  Percentage 
of  Offerings  by  State  of  Origin 


FIGURE  3 

No.  18973 


purchases.     Growers  need  not  fear  that  they  will  have  no  bidders. 
There  has  already  been  evidence  of  mutual  gain  by  both  manufac- 
turers and  growers  from  the  limited  experience  with  interior  auc- 
tions in  this  country.  : " ' 

The  development  of  new  auction . points,  if  any  are  contemplated, 
should  be  given  the  most  careful  study.     Growers  are  advised  against 
developing  too  many  auction  points' and  thus  further  decentralizing 
the  wool  market.     The  auction  points  in  1940  drew  wool  from  a  wide 
area,  the  Denver  sales  listing  wool  from  9  States  (see  fig.  3). 
The  setting  up  of  new  auction  points  in  the  11  western  range  States 
would  be  recommended  only  if  suitable  tonnage  was  assured,  pre- 
ferably 3  to  5  million  pounds.     Rail  and  water  rates  must  be  stud- 
ied and  points  selected  with  a  minimum  back  haul  on  the  wool  bought 
(fig.  4)  since  growers  want  to  economize  wherever  possible.  Han- 
dling charges,  freight  charges,  accessibility  as  far  as  buyers  are 
'concerned,  and  the  needs  of  local  mills  all  must  be  considered  when 
selecting  auction  points. 

Compressing  wools  into  bales  to  reduce  freight  costs  has  been 
considered  as  a  further  savings  feature.     If  fleeces  are  tagged 
and  skirted,  baling  is  recommended,  as  the  package  then  is  ready 
to  go  directly  to  the  manufacturer.     In  this  way,  the  value  of  the 
wool  should  be  enhanced  by  several  cents  per  pound*     If  the  origi- 
nal fleeces  are  to  be  baled  as  they  come  off  the  sheep's  backs, 
however,  the  practice  of  baling  is  seriously ' questioned  since  com- 
pressing tag^  wool  might  stain' other  "wool  in  the  bale,  thus  lower- 
ing the  value  of  the  bale.     If  wool  has  to  be  graded  and  sorted 
after  the  manufacturer  receives  it,  there  appeers  to  be  no  reason 
for  !ba ling  except  for  the  savings  in  freight. 
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Possibilities  of  Auctions  in  Fleece-Wool  States 


The  question  continually  arises,  "Is  it  practical  to  hold  auc- 
tions in  the  farm-flock  States  where  the  clips  are  small?"    It  seems 
that  where  farm-flock  accumulations  are  being  graded  and  sold  in 
large  line 3,  the  growers  are  in  a  position  to  try  out  the  auction 
method  of  gelling.     There  would  be  practically  no  change  in  the  pre- 
sent method  of  preparing  wools  for  market  and  in  the  accounting  to 
growers,  the  only  change  being  in  the  method  of  sale.     The  wools 
would  be  auctioned  periodically  to  a  group  of  bidders  instead  of 
being  stored  and  sold  at  a  sealed  bid  sale  or  lot  by  lot  as  buyers 
became  active. 

Farmers'  cooperatives  in  Australia,  as  well  as  small  independ- 
ent farm-flock  producers,  successfully  employ  the  auctions  to  sell 
their  accumulations,  regardless  of  how  small  they  are.    v/hen  it  is 
not  feasible  to  classify  the  wool  at  the  shearing  plant,  classifying 
stations  are  set  up  where  small  clips  can  be  prepared  for  the  auc- 
tions.    The  present  cooperatives  and  wool  organizations  in  this 
country  could  be  the  classifying  stations  and  could  grade  and  clas- 
sify farm  clips  into  suitable  selling  lines,  as  they  are  now  doing. 

Influence  of  Auction  Sales  on  Market 

Some  growers  and  members  of  the  wool  trade  contend  that  auc- 
tions "make"  the  market.     Others  hold  that  auctions  "break"  the 
market . 

To  throw  some  light  on  this  matter  the  Boston  wool  market  has 
been  charted  before  and  after  each  auction  series  to  see  what  influ- 
ences, if  any,  the  auctions  may  have  had.     The  results  indicated  in 
figure  2  show  that  the  auctions  had  no  particular  effect  on  the  wool 
market  structure.     It  appears  in  most  instances  that  the  sales  had 
a  tendency  to  steady  the  market  for  a  period,  but  that  the  trend  of 
the  market  continued  on  in  the  direction  it  was  headed. 

The  comparatively  small  volume  of  wool  going  through  the  auc- 
tions, it  is  believed,  is  the  reason  for  their  having  little  or  no 
effect  on  the  Boston  market  structure. 

If  as  much  as  10  percent  of  the  volume  in  the  11  western  range 
States  were  to  be  offered  in  one  sale  series,   it  is  probable  it 
would  be  sufficient  tonnage  to  influence  Boston  quotations. 

Volume  Necessary 

It  is  difficult  to  determine  the  minimum  amount  of  wool  that 
would  attract  the  maximum  number  of  all  types  of  buyers;  however, 
it  is  believed  after  interviewing  several  manufacturers  and  others 
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that  a  minimum  of  2  million  pounds  would  attract  a  goodly  number 
of  buyers.    Although  under  active  market  conditions  buyers  have 
crossed  the  continent  to  bid  on  smaller  accumulations,  it  is  ,  \ 

believed  that,  under  normal  conditions,  some  of  these  same  pro- 
spective bidders  would  not  be  interested  if  the  total  tonnage 
offered  were  substantially  less  than  2  million  pounds. 

Experience  has  shown  that  under  the  present  system  of  dis-  IP' 
playing  and  offering  the  wools,  about  a  million  pounds  is  the  ton- 
nage that  can  be  satisfactorily  offered  in  1  day  (table  6). 

Price  comparisons.     Wide  differences  in  grade,  shrinkage  and 
quality  between  various  clips  make  it  impossible  to  accurately  com- 
pare prices.    No  two  clips  are  exactly  alike.     The  comparisons  made 
in  this  report  are  based  on  the  best  estimates  obtainable. 

At  a  number  of  the  sales,  shrinkage  information  was  obtained 
from  disinterested  parties,  and  the •> sales  prices  or  high,  bids  on  < 
individual  lots  were  checked  as  nearly  as  possible  with  comparable  -  r 
Boston  quotations.     In  7  out  of  19  sales,  the  top  bids  were  above 
Boston  parity  (table  10).    Four  sales  were  over  1  cent  per  pound 
below  Boston  parity. 

If  information  were  available  on  private  treaty  sales,  there 
would  probably  be  a  greater  number  of  sales  showing  higher  than 
Boston  parity.     This  is  indicated  by  the  August  12,  1940,  market  j 
news  letter  of  the  Agricultural  Marketing  Service,  released  from  ■-■ 
Boston,  which  states,  "Private  sales  in  mo'st  cases  were  closed  at  ; 
prices  largely  l/2ft  to  2^  per  pound  in  the"  grease  above  the  best      '  • 
bids  in  the  auction  ring.     In  a  few  cases,  owners  later  accepted 
privately  the  highest  bid  in  the  auction  ring.     In  some  instances,! 
however,  buyers  paid  3^  to  4^  above  their  auction  bids  in  order 
to  obtain  especially  desired  lots." 
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In  some  instances  auctions  have  received  a  larger  tonnage  of 
the  heavier,  so-called  undesirable  wools  than  of- the  lighter,  more 
choice  clips.     This  should  bo  taken  into  consideration  in  any  price 
comparisons. 

Growers'  Interest  in  Auctions 

During  the  1940  selling  season,  as  well  as  in  other  seasons, 
marketing  conditions  were  favorable,  and  not  only  the  auctions  but 
other  selling  systems  were  able  to  make  a  good  showing.     In  other 
years  when  declining  or  stagnant  prices  may  be  prevalent,  the  auc- 
tions may  not  be  able  to  make  as  creditable  a  showing-as  some 
other  systems. 

The  idea  that  the  auction  company  should  have,  no  interest  at 
all  in  the  wools  to  be  offered  merits  a  good  deal  "of  thought  on 
the  part  of  the  growers.     Under  such  a  plan,  an  auction  company 
would  handle  the  selling,  but  do  no  soliciting  of  wools.     The  wool 
would  be  placed  in  the  auctions  by  growers'  agents  -  either  the 
cooperatives  or  other  selling  agents.     The  auction  concern  in  turn 
would  accept  no  wool  to  be  sold  unless  it  was  from  a  bona  fide 
selling  agent,  thus  tending  to  safeguard  both  growers'  and  buyers' 
interests  and  eliminating  favoritism.     The  possibilities  of 
developing  a  lcng-time  marketing  plan  on  a  sound  basis  appear  to 
be  inherent  in  the  auction  system  provided  growers  take  an  active 
part  in  its  development. 

The  Australian  Auctions 

The  auction  system  as  it  is  being  developed  in  this  country 
appears  to  be  taking  form  along  the  lines  of  the  Australian  system, 
which  is  considered  a  very  efficient  system  of  marketing.  Between 
90  and  95  percent  of  the  clip  of  Australia  is  sold  through  auctions 
It  is  generally  conceded  that  in  Australia,  as  well  as  in  New  Zea- 
land, selling  through  an  auction  system  shows  a  gain  to  the  pro- 


Noteworthy  features  of  the  Australian  plan  are  the  strict 
classing  and  preparation  of  the  wool  before  it  is  offered  for  sale. 
No  wool  is  offered  unless  it  is  classed  and  prepared.     Often  lots 
not  properly  classed  will  be  reclassed  at  regular  stations  set  up 
for  this  purpose o     Probably  the  bulk  of  the  clip  is  classed  at  the 
shearing  corral.     These  two  features  undoubtedly  have  been  mainly 
responsible  for  the  success  of  the  Australian  and  New  Zealand  auc- 
tions, and  it  is  believed  that  auctions,  if  they  are  further 
developed,  will  need  to  follow  similar  methods  of  preparation  of 
wool  for  market. 


ducer  3  out  of  4  years 


o  . 


7/    See  footnote  5/,  page  2. 
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The  present  method  in  this  country  of  offering  an  untagged 
fleece  composed  of  two  or  more  grades  of  wool  for  sale,  each  grade 
destined  for  a  different  fabric,  does  not  promote'  the  -selling  of 
wool  on  a  merit  basis.     The  Australian  system  has  proved  that 
growers  receive  more  in  the  aggregate  for  their  wool  when  it  is 
sold  by  grade  and  quality*     It  is  estimated  that  growers  receive 
from  1  l/2  to  3  cents  more  net  per  pound  for  skirted  wool  than  for 
unskirted  wool. 

It  also  appears  important  that  more  attention  be  given  to 
rules  and  regulations  surrounding  the  actual  operations  of  the 
auctions  if  growers  are  to  receive  equal  treatment.     A  few  regu- 
lations of  the  Australian  auctions  are  as  follows: 

1.  A  selling  broker  cannot  handle  wool  through  the  auctions 
on  his  own  account. 

2.  Yvools  must  be  offered  at  the  auction  before  being  sold 
at  private  treaty. 

3.  Wool  can  only  be  offered  at  private  treaty  under  certain 
regulations . 

4.  A  clip  can  be  offered  at  only  two  auctions  during  one 
season;  then  it  must  be  offered  at  private  treaty. 
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Table  12.  Number  of  sales  and  sale  days,  average  days  per  sale, 
amount  of  wool  offered  and  average  sale  offerings  and 
daily  offerings  by  years,  1934-40 


Sale  Days   Wool  offered 


Year           Sales  Sale  Daily 
 Total    Average     Total  Average  Average 

Thousand    Thousand  Thousand 


Number 

Number 

Number 

pounds 

pounds 

pounds 

1934 

1 

1 

1.0 

428 

428 

428 

1935 

2 

6 

3.0 

1/  5,195 

2,598 

866 

1936 

2 

8 

4.0 

5,389 

2,694 

674 

1937-38 

6 

18 

3.0 

1/15,992 

2,665 

888 

1939 

2 

6 

3.0 

6,213 

3,106 

1,036 

1940 

9 

20 

2.2 

1/21,324 

2,369 

1,066 

1934-40    22  59  2.7      l/54,541  2,479  924 

l/    Includes  duplications  due  to  reoffering  of  unsold  wool  at 
later  auctions  in  the  year. 

Source:    Reports  and  catalogs  of  the  Merrion  and  ..ilkins  Auction 
Company,  Ogden,  Utah,  and  Pacific  tfool  Growers,  Portland,  Oregon, 
reports  of  the  U.3.D.A.  Marketing  Service,  and  news  items  published 
in  the  Commercial  Bulletin,  Boston,  r-assachusetts ,  Ogden  Standard 
Examiner,  Ogden,  Utah,  and  the  Salt  Lake  Tribune,  Salt  Lake  City, 
Utah. 
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Table  11 .  Average  net  returns  to  the  grower  on  the  basis  of  the  top  bid  at 
auction  and  auction  charges  by  sales,  193U— ftO 


(Cents  per  pound,  grease  basis) 


Average 

Average 

ftp  tit  rrrnm 

Location 

top  bid 

Average 

auction 

charge 

s  for- 

net  return 

at 

Commis- 

.  Grad-  . 

Stor-  . 

available 

Year 

of  auction 

Month 

auction  1/ 

sion  2/  ing  3/ 

age  4/  Total 

to  grower 

197U 

J.  /j  n 

Ogden 

2/ 

i/ 

no 
.  "7 

c/ 

1  K 

5/ 

1  97  S 

17?  3 

Ogden 

T,,l„ 

c  uiy 

17  •  c7 

1  Cd 

Z  d 

.58 

1.  76 

iT  11 

1  1  •  '7 

uccooer 

99  79 
22  .77 

i  rd 

11  *> 

.42 

9     A  A 

2.00 

9  0  79 
Z  u .  77 

1776 

.Denver 

uctooer 

9  C  /TT 
2  7- 67 

1.5° 

1  Q 
.17 

1.D7 

9  7    9  C 
ij  .74 

Ogden 

ucoooer 

9<C  91 
£0*71 

l.«6 

•  5  6 

A  C 

•  °5 

1     d  T 

1.8" 

9  5   0  ll 

i  97 a 

May 

1  £  09 
lb  •  u7 

1  s  fl  7 

li47  ■ 

Ad 
.  °8 

— 

1.55 

14  .  J4* 

T..1 

July 

Id    li  1 
18  •  Hi 

1-52 

.°6 

1.58 

1  C   d  7 

16  .8  7 

October 

Id   q  a 
18  .7U 

1.52 

.08 

_ 

1.60 

IT    7  A 
1  (  .JO 

May 

le  • 

1.50 

.08 

1.58 

1/;  u  11 

10  .44 

Ti  1 1  ir 

<juiy 

9  n  h  i 

1.48 

.08 

p. 

1.56 

12    t  C 
16.65 

uctooer 

9  n  7  i 

1.51 

.15 

1.66 

17  •  °  5 

175  7 

Denver 

o  uiy 

9  9    7  C 

1.56 

.08 

1.64 

9  0  79 

Ogden 

August 

91    7  C 

21 .  /  7 

l.Ug 

.16 

1.64 

9  0  11 

1940 

Billings 

August 

28.52 

1.50 

.21 

T05 

1.71 

26.81 

Boston 

October 

32w.49 

1.52 

.19 

1.76 

30.73 

Denver 

July 

2  5.74 

1-52 

.16 

1.68 

24.26 

Miles  City 

August 

27.33 

1.52 

.06 

1-58 

25.75 

Ogden 

July 

26.67 

1.50 

.24 

1.74 

24.93 

Portland 

August 

26.00 

1.25 

.21 

.09 

1.55 

.  24.45 

October 

6/35-95 

1.25 

.24 

.23 

1.72 

6/  54.23 

Stockton 

August 

26.0? 

1.25 

.10 

.09 

1.44 

.  24.  5« 

October 

i/35.02 

1.25 

.04 

.23 

1.52 

6/53.50 

Total 

24.52 

1.50 

.18 

.02 

1.70 

22.82 

l/    Includes  top  bids  on  all  lots  whether  sold  or  passed.    Lots  sold  by 
private  treaty  were  ordinarily  at  a  price  higher  than  that  at  which  they 
were  passed  in  the  auction  ring. 

2y    For  all  sales  except  those  at  Portland  and  Stockton  charges  were  com- 
puted on  the  basis  of  the  amount  of  wool  at  the  different  rates  (page  14) 
for  various  size  lots  as  determined  from  the  breakdown  of  total  offerings 
shown  in  table  5«    At  Portland  and  Stockton  the  rate  was  uniformly  1.25  cents 
per  pound. 

3/    The  rate  was  uniformly  0.5  cent  per  pound  for  all  wool  graded. 

%J    June  1  was  used  as  the  average  date  at  ithich  the  wool  went  into  storage. 
At  all  sales  except  those  at  Portland  and  Stockton  4  months'  free  storage  was 
allowed  before  applying  the  uniform  rate  of  15  cents  per  bag  per  month.  At 
Portland  and  Stockton  sales  this  rate  was  applied  immediately.     (See  page  14) 

5/    Information  not  available. 

XI    Based  on  sale  price  through  auction  ring  and  by  private  treaty. 
Source:    Based  on  information  received  from  Merrion  and  7>rilkins  .Auction 
Company,  Ogden,  Utah  and  Pacific  '■rool  Growers,  Portland,  Oregon. 
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Table  15„     Distribution  of  average  oost ^per  pound  of  marketing  wool 
at  auctions,  1935-1940 


(Grease 

basis') 

Percentage  of 

Item 

Average  cost 

average  cost 

per,. pound 

per  pound 

P on  +;  c 

Transportation  to  Boston 

2.14 

53.4 

Auction  commission 

1.50 

37.4 

Grading 

.18 

4.5 

Storage 

.02 

0.5 

Other 

.17 

4.2 

Spread  between  Boston  price 

and  growers  net  return  \J 

4.01 

.  100.0 

1/  Based  on  average  top  bid  in  auction  ring. 
Source:     From  table  10  and  table  14. 
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Table  16.  Approximate  percentage  distribution  l/  by  original  bag 
and  grades  of  all  wool  offered  at  each  auction  sale, 
1934-1940 

(Grease  Basis) 


Graded 


Location 

of 

Original 

1/2 

3/8 

i  /a 

1/4 

Year 

aucti  on 

Month 

bag 

Fine 

Blood 

Blood 

Blood 

Total 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

cent 

cent 

cent 

cent 

cent 

cent 

1934 

•Ogden 

De  cember 

100 

- 

- 

- 

- 

100 

1935 

Ogden 

July 

24 

29 

23 

17 

7 

100 

Ogden 

October 

15 

43 

22 

19 

1 

100 

1936 

Denver 

October 

62 

16 

7 

11 

4 

100 

Oeden 

October 

29  ' 

49 

■  n 

~  8 

3 

100 

1938 

Denver 

May 

83 

12 

4 

1 

§/ 

100 

Denver 

July 

89 

9 

2 

2/ 

100 

Denver 

October 

85 

10 

4 

1 

2/ 

100 

Ogden 

May 

85 

9 

3 

2 

1 

100 

Ogden 

July 

83 

5 

4 

6 

2 

100 

Ogden 

October 

70 

11 

7 

8 

4 

100 

1939 

Denver 

July 

85 

6 

4 

4 

1 

100 

Ogden 

August 

67 

18 

8 

5 

2 

100 

1940 

Billings 

August 

58 

17 

16 

8 

1 

100 

Boston 

October 

62 

16 

7 

11 

4 

100 

Denver 

July 

68 

17 

9 

5 

1 

100 

Miles  City  August 

89 

3 

6 

2 

y 

100 

Ogden 

July 

53 

18 

11 

11 

7 

100 

Portland 

August 

58 

15 

10 

11 

6 

100 

Portland 

October 

53 

10 

8 

7 

22 

100 

Stockton 

August 

80 

8 

8 

3 

1 

100 

Stockton 

October 

93 

6 

1 

2/ 

100 

All  sales 

65 

15 

9 

8 

3 

100 

1/    Based  on  incomplete  catalog  listings  which  account  for  more 
than  90  %  of  total  wool  offered  at  sales. 
2/    Less  than  0.5  percent. 

Source:  Sale  catalogs  of  the  Merrion  and  Wilkins  Auction  Company, 
Ogden,  Utah  and  the  Pacific  l!vool  Growers,  Portland,  Oregon. 
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Table  17.  Average  price  of  wool  at  Boston  on  date  of  auction  sales 
by  grades  and  sale,  1934-1940 

(Cents  per  pound,  ole^n  basis ) 


Orig-   Graded  Sale  1/ 


Location  of 

inal 

1/2 

3/8 

1/4 

aver- 

1  ual 

aUv  0  J.  UIl 

Mem  -f-Vi 
lViOi)  til 

bag 

Fine 

ft  1  nnA 
D  1  OOU. 

a  X  OOU 

D  lOOU 

age 

1  Q  XA 
Xj  O't 

i^e  owniDer 

70  nn 
f  u  •  uu 

7A  OO 
(Oe  UU 

77  OO 
10.  UU 

AA  RO 
OO  •  OU 

AT  OO 
OX.  UU 

?/ 

XJ  go 

Till  ir 

ouiy 

Aft  no 

7A  OO 
I'x  .  UU 

70  RO 
f  U  .  OU 

A  7  RO 
OO  •  OU 

Rft  RO 
OO  .  OU 

?/ 

Ogden 

October 

73.00 

79.00 

76.50 

67.00 

63.00 

2/ 

iJ  JO 

uo  nvo  r 

ui/i  ooer 

ao  no 

00  .  ou 

n  a  oo 

00. UU 

7Q  OO 

i  y .  uu 

7 1  An 

iii  ou 

Ogden 

October 

82.00 

88.50 

86.00 

79.00 

71.50 

84.78 

x  %y  uo 

T)g  y\  IF  A  T9 

iiatiy 

ca  no 

Ort .  UU 

AQ  OO 
oy  •  UU 

AA  OO 
OO  .  uu 

5  7  RO 
Or.  OU 

ox.  uu 

AA  RP 
o*± .  OO 

us  ii  v  e  r 

Tin  "\tr 

uuxy 

A  7  OO 
OO  .  UU 

A  7  OO 
0  /  •  UU 

PA  CiO 
0*t .  OU 

AA  RO 
00  .  OU 

R 1  OO 

01 .  uu 

oo  •  oy 

11      T"  ^\  r>/~v  v* 

AA  OO 
0*i  •  UU 

TO  OO 
lUi  UU 

A  A  OO 

OO  .  uu 

AQ  OO 

o  y  •  uu 

RA  OO 
Of  .  UU 

aa  ^ 

o*t .  OO 

UgUoil 

jvitiy 

AA  OO 
O^r  *  UU 

AQ  OO 
oy  .  UU 

AA  OO 
OO  .  uu 

o  /  « ou 

R 1  no 
ox.  uu 

AA    T  ? 

OcH  Afl 

.Ti  i  nr 

wuiy 

AA  OO 
•  UU 

R7  RO 

O  f  •  OU 

AR  OO 
OO  .  uu 

A  7  OO 
Of.  uu 

R 1  OO 
vJX  .  uu 

A7  71 
OO  .ox 

UgtltJil 

uo  so  us  r 

AA  OO 
O^t  .  UU 

70  OO 
f  U  •  UU 

AR  OO 

DO  i  UU 

RQ  OO 

O  y  »  UU 

RA  OO 
ot .  uu 

A  7  AS 
O  O  .  OO 

i.3  OS 

juiy 

A  7  OO 
Of.  UU 

72.00 

67.00 

A 1  OO 
01.  UU 

0  O  .  OU 

A  A    P  R 
00  .00 

Ogden 

August 

67.00 

72.00 

67.00 

61.00 

56.50 

67.27 

1940 

Billings 

August 

83.00 

88.50 

86.00 

76.00 

71.00 

83.56 

Boston 

October 

102.00 

1C6.00 

96.00 

88.00 

81.00 

99c17 

JL>%?  xi  V  O  i 

-Tl  1  1  17 

ou  xy 

as  on- 

tf  V  •  UU 

87.50 

85.50 

76.  00 

f  w  .  uu 

71 .00 

83 .40 

Miles  City 

August 

82.00 

88.50 

86.00 

76.00 

71.00 

82.33 

Ogden 

July 

83.00 

88.00 

85.75 

76.00 

71.00 

82.11 

Portland 

August 

82.00 

88  .25 

85.00 

76.00 

70.00 

81.76 

Portland 

October 

103.00 

109.00  104.00 

89.00 

81.50 

96.22 

Stockton 

August 

82.00 

88.00 

84.00 

. 76.00 

69.00 

82.26 

Stockton 

October 

103.00 

109.00  104.00 

89.00 

81.50 

102.91 

Average 

1936-40 

78.11 

83.49 

79.67 

70.97 

65.00 

77.82 

1/    Weighted  according  to  a  percentage  distribution  by  grades  on  . 
a  clean  basis  computed  from  tables  16  and  18. 
7j    Shrinkage  information  not  available. 

Source:     Original  bag  prices  are  those  published  in  the  Weekly 
Review  of  the  Wool  Market  by  the  U.S.D.a.  and  the  graded  wool  prices 
are  from  Fairchild  Publications. 
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Table  18.    Average  shrinkage  by  grades  of  wool  offered  at  each 
auction  sale,  1936-40 


Location  of 
Year      enaction  Month 


Original 

bag  Fine 


Graded 
378" 


Blood  Blood 


1/4  Sale  1/ 
Blood  average 


1934  Ogden 

1935  Ogden 
Ogden 

1936  Denver 
Ogden 

1938  Denver 
Denver 
Denver 
Ogden 
Ogden 
Ogden 

1939  Denver 
Ogden 

1940  Billings 
Boston 
Denver 


December 

July 
October 

October 
October 

May 

July 

October. 

May 

July 

October 

July 
August 

August 

October 

July 


Miles  City  August 
Ogden  July 


Port  land 
Portland 
Stockton 
Stockton 


August 
October 
August 
October 


Per-  Per-  Per-  Per-  Per-  Per- 
cent      cent      cent      cent      cent  cent 

2/  2/2/  2/2/2/ 


2/ 

67.3 
69.1 

69.9 
67.8 
66.4 
66.7 
.64.7 
.63.5 


66.2 
67.2 

69.3 
69.4 
69.4 
67.9 
66.8 
66.6 


2/ 

60.3 
61.4 


55.5 
56.4 


2/ 

51.3 
50.9 


63.6  3/57.5  3/56.0 
64 . 6  59.2 
63.9  57.5  3/52.0 
60.6  56.0  50.6 
61.3  55.6  50.2 
61.8      56.6  52.2 


66.7      2/         2/         2/  2/ 
63.9  3/62.0  3/57.O  3/53.0  3/52.7 


64.2  65.7 

67.0  66.7 

67.4  3/67.3 

65.5  3/66.0 
67.4  66.8 
67.0  66.5 
66.0  67.1 
65.7  3/69.5 
65.0 


62.0 

62.8 
3/64.7 
3/63.0 
3/61,5 
3/63.7 

61.5 
3/66.5 

65.3 


56.7 
58.4 
3/61.3 
3/62.0 
3/57.3 
56.3 
54.9 
3/62.5 
60.0 


3/51.5 
51.9 
3/52.0 

3/52.0 
49.4 
48.6 

3/58.0 
55.0 


2/ 

64.7 
65.8 

69.5 
67.9 
66.5 
66.2 
63.8 
62.7 

1/ 

62 . 2 

63.4 
65.1 
66.7 
65.3 
64.4 
64.4 
61.1 
65.9 
65.0 


•  1936-40  average  66.4      67.1      62.5      57.6      52.1  65.0 


1/    Weighted  according  to  table  16. 

2/   No  information  available. 

3/   Averages  based  on  less  than  5  lots. 

Source:  From  appraisals  made  of  sample  lots  by  representatives  of 
the  United  States  Department  of  Agriculture  and  Farm  Credit  Adminis- 
tration at  the  sales. 
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Table  19.  Average  price  by  grade  of  wool  at  Boston  on  date  of 

auction  converted  to  grease  basis,  according  to  the  aver- 
age shrinkage  by  grade  of  wool  offered  at  auctions, 
1934  -  1940 

(Cents  per  pound,  grease  basis) 


Location  of 
Year  auction 


1934  Ogden 

1935  Ogden 
Ogden 

1936  Denver 
Ogden 


Orig-_  

inal 

Month      bag    Fine    Blood    Blood  Blood 


Graded 
V2  37S~ 


Sale  1/ 
average 


December      Z_/       Zj       Zj        >Z/  Z/ 

July  Zj       Zj       2/         2/  2/ 

October        2/2/1/         2/  2/ 


2/ 


October  26.8  1  29  .  9  1  34.14  35.16  34.8  2  29  .  06 
October    25.34  29.03  33.20    34.44    35.11  29.03 


1938  Denver  ' 
Denver^ 
Denver 
Ogden . 
Ogden 
Ogden 

1939  Denver 
Ogden 


May  19.26  21.18  24.02  24.44  22.44 

July  20  .  29  20  .  50  2  2.8  3  2  3.05 

October  21.50  21.42  23.46  25.08  25.92 

May  21.31  22.15  26.00  25.30  25.19 

July  22.59  22.41  25.16  25.31  25.40 

October  23.36  23.38  24.83  25.61  25.81 

July  22.31  2/       2/  Z/  Z/ 

August  24.19  27.36  28.81  28.67  26.72 


19.73 
20.36 
21.61 
21.64 
22.90 
23.74 

2/ 
25.40 


1940  Billings  August 
Boston  October 
Denver  July 
Miles  City  August 


Ogden 

Portland 

Portland 

Stockton 

Stockton 


July 

August 

October 

August 

October 


29.71 
33.66 
27.06 
28.29 
27.06 
27.31 
35.02 
28.13 
36.05 


30.36 
35.30 
28.61 
30.09 
29.22 
29.56 
35.86 
26.84 


32.68 
35.71 
30.18 
31.82 
33.01 
30.86 
40.04 
28.14 
36.09 


32.91 
36.61 
29.41 
28.88 
32.45 
33.21 
40.14 
28.50 
35.60 


34.44 
38.96 
34.08 

34.08 
35.42 
41.89 
28.98 
36.68 


30.60 
34.60 
27.79 
28.57 
29.19 
29.14 
37.  38 
28.05 
36.05 


Average  26.28  27.25  30,05     30.28     31.62  27.49 


l/   Weighted  according  to  table  16. 

2/    Shrinkage  information  not  available 

Source:    Computed  from  tables  17  and  18, 
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